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Ro Jai Bong, South Korea’s 
prime minis te r , resigned after _ 
a wave of anti-government pro- 
tests filled the streets with the 
largest demonstrations m 
Korea' since the introduction 

of democracy in 1987. Page 6 

Airport talks faD 

Latest taHcs between Britain 
and China on Hong Kong’s 
plans Tor a new HK$100bn 
($13bo) airport ended without 
agreement after five days of 
negotiations. Page 6 

Mrs Mandela field 

South African police arrested 
Winnie Mandela and leaders . 
of the African National Con- 
gress GANG) Women's League 
for obstruction during a dem- 
onstration in support of politi- 
cal prisoners. Page S 

300 held in Tunisia 

Tunisia government said It 
had foiled a coup plot by' 
Islamic fundamentalists and 
arrested. 300 people, including . 
100 military personnel. Page 6 

Solidarity, strike 

Solidarity workers went on 
strike in industrial regions 
of Poland as the union held 
an unprecedented day of pro- 
test against the economic poll- • 
ties of the government it 
steered to power. Page 2 . 

Children released 

Indonesian police freed a group 
of children locked up in a pack- 
agfng factory for up .to three 
years, according to local news- 
paper reports. 

FBI exports arrest 

US federal agents arrested a - 
man accused~af violating 
Washington’s hanon military 
exports to Libya by allegedly 
shipping night vision goggles 
without state department 

approval 

Mid-east accord . - 

Elias Hrawi, Lebanon's presi- 
dentySigned a treaty with Syr- _ 
ian leader Hafez al-Assad as 
part of the Arab-brokered Taif ' 
peace pact to end 16 years of 
civil war. • . 

Yeltsin wins backing 

Russian federation president . 
Baris Yeltidn won fortnal " 
approval fora powerful execu- 
tive presidency, a job he is 
expected to fill after elections 
next month. Candidates, 

Page 2 

PoHco accused ' 

South. Korean prosecutors 
accused II riot police of sav- 
agely assaulting a 22 -year-old 
protester during teefahm'al'' 
of a student who was beaten 
to death by police last month. 

Escobar surrender. . 

Pablo KscqJwr, Colombia’s 
most-wanted drug lord, has 
pledged to surrender to author-, 
ities within 15 days, a Roman 
Catholic priest who held talks 
with him said. Page 6 

Delors m Japan 

Jacques Defers, presi den t of - 
the European Commission, 
started has official visit to 
Japan by expressing concern 
about the EC’s widening trade 
deficit with Tokyo. Page 4 

Standoff in Mexico 

Inmates controlled a Mexican 
border prison as dozens of . r 
police and marines waited out- 
side for orders to enter five 
days after 18 prisoners were 
killed in a battle between rival 
drug gangs. 

Seven Ufe terms 

Seven Moslem fundamentalists 
were sentenced to hfe impris- 
onment for their roles tn an 
attack on the Tunisian ruling 
party's offices in which an 
employee was killed. 

Iraqis leave Dahuk 

Iraq agreed to withdraw its 
mmtary and police farces from 
the northern provincial capital 
Dahuk and allow-coaKtion . 
forces to enter. Unto layiOQ. 
residents, mainly Kurds, may 
return to their homes. 
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Silence and anger over killing followed by riots and violence 

Gandhi’s widow to lead party 


By DavM Housego in New Delhi 


Volvo, the Swedish automotive 
group, yesterday reported con- 
txmnng operating losses for 
the first three months of the 
year, while Renault of Prance, 
its strategic partner announced 
severely depressed profits. 

The grand alliance announced 
a year ago between the two 
companies, one of the most 
ambitious arid complex 
restructuring operations under 
way in the European auto 
industry, is taking shape at 
a time when the financial for- . 
tunes of both companies are 
at a few ebb. Page 15 

ELECTROLUX, the world’s 1 
largest white goods manufac- 
turer. suffered a 19 per cent 
decline in its profits (after 
financial items) for foe first 
quarter of the year, with the 
result Calling to SKi414m 
($67. 6m) compared with 
SKrSllm for the same period 
of 1990. Page 15 

SONY CORPORATION, Japa- 
nese electronics maker, lifted 
annual consolidated pre-tax 
profits 1&3 per cent to 
Y264J9bn, on continued strong 
international demand. Page 
18; Kawfc chief’s resignation 
shakes Tokyo community. 

Page 14 

COFFEE: Second position 
fixture prices for robusta closed 
well down in London. Dealers 
said selling by ftmds remained 
the main force behind the fan. 
Near July sailed through the 
recent low of £558 a tonne and 
then £550, where there were 
fewer stops than anticipated, 
until closing just above 10- 
week lows at £530 a tonne. 

Page 28 . 

MARKETS: At lpm the Dow 
Jones Industrial Average was 
down 2.01 at 2^04.07. FAZ . - 
index rose 12L39 to. 895.18 at 
nddsession and the DAX closed 

3029 higher at 1.647.69. 

Section n 

CURRENCIES: At the London 
close the doHar had improved 
to DM1,7215 from DM1.7115; 
toY13&00 from Y137.40; to 
SFrt.4596 from SFil.4480; and 
to FFrS.8450 frontFFtfL8075. : 
Sterling, fell l cent to 2L7265. 

It sJso eased to Y2!&25 from 
Y23&50, but'was unchanged 
at DM29725, while rising to 
FFr10.0925 from FPrl0.0650 
and to SFr2^2Q0 from . 
SPri5i50. The pound's index 
lost OA to 919-Currencles, 

Page 86 

FIAT of Italy has agreed to 
cut its stake in one of France’s 
largest car-battery producers 
from 75 per cent to 10 per cent, 
in order to win.European Com- 
mission approval for a merger 
with the French company 
Alcatel- Alsthom 's battery sub- 
sidiary. Page 2 

KLH Royal Dutch Airlines, 
announced a, animal perovt- 
skmal net loss of FI 630m ' 
(5325m), compared to the previ- 
ous year’s FI 340m net profit. 
Nearly half of the loss was due 
to a provision taken to help 
restructure the carrier, reduce 
its animal operation' costs and 
prune its workforce. Page 15 

IFIL, one of the main holding 
companies of Italy's Agnelli 
family, raised net group profits 
by 3&5 per cent to LH4.4bn 
(590m) last year from L82.6bn 
in 1988. Page 16 

WASHINGTON has told Brus- 
sels it intends to lodge, under 
Gatt procedure, a new com- 
plaint over EC subsidies for 
Airbus, the European Commis- 
sion said. Page 3 

THOMSON Consumer Elec- 
tronics (TCE), the French 
state-owned maker of TV sets 
and audio/video products,, has 
mitered a joint venture to . , 
make television, tubes in : 
Poland, Page 3 ' 

IT STATISTICS 
We regret that some prices . . 
could not be updated for this 
edition because of a technical . 
feutt. The statistical services 
affected are the Worid Stock 
Markets, and Chief Price 
Changes yesterday for Paris . . 
and Frankfurt.. 


MRS Sonia Gandhi, the 
Italian-born widow of Mr Rajiv 
Gandhi, India’s former prime 
minister, was yesterday elected 
president of the Congress party 
in the wake of her husband’s 
assassination on Tuesday. 

News of her appointment 
caused amazement in New 
Delhi as the nation reacted 
with stunned si l en ce and anger 
to Mr Gandhi's death. Streets 
remained deserted in many 
large cities throughout the 
country, but 10 people were 
killed in riots and violence that 
particularly shook the 
southern states of Tamil Nadn, 
the of Ws assassination 

in a bomb arid Andhra 

Pradesh. 

Curfews were imposed in 
several cities in the north and 
heavily-armed troops patrolled 
Delhi in an effort to prevent a 
repetition of the bloodshed that 
accompanied Mrs Gandhi’s 
death in 1984. 

The Congress leadership, in 
choosing Mrs Gandhi as presi- 
dent of the party, was seen as 
attempting to exploit to the 
maximum sympathy aroused 
by her husband’s assassina- 
tlon. The Hindu revivalist 
Bharatiya Janata party (BJP), 
denounced the decision as 
demonstrating the bankruptcy 
of the Congress party. 

An exit poll carried out in 
Delhi during voting on Mon- 
day, and which was published 
yesterday, indicated that the 
BJP was heading for a substan- 
tial victory in the capital. Of 
the 510 seats for parliament 
being contested in the election, 
voting for 204 took place on 
Monday. 

The impact of Mr Gandhi’s 
death is seen by the BJP as 
robbing it of many of the seats 


it had expected to gain. The 
Congress is expected to benefit 
from the type of sympathy vote 
that gave Mr Rajiv Gandhi a 
landslide victory in 2984. 

Only hours alter his death it 
was announced that the final 
two days of polling in India’s 
general election would be post- 
poned from Thursday and Sun- 
day to June 12 and 15. Hie 
election commissioner decided 
on this long postponement 
after discussions with Presi- 
dent R. Venkataraman bnt 
without consulting the politi- 
cal parties. 

The Congress party spokes- 
man said that the party’s main 
policy-making body - which 
had earlier in the day been 
expected to choose an elder 
statesman of the party as 
interim president - had 
elected Mrs Gandhi unani- 
mously. 

Responding to questions 
about her Italian birth, he said 
Mrs Gandhi was a party 
worker and that the party’s 
Hprfginn would “be communi- 
cated to her in due course.” It 
was unclear how much discus- 
sion there had been with Mrs 
Gandhi who was overwhlemed 
by grief. 

Asked whether she would be 
groomed as a future prime 
minister, he said that Congress 
presidents did not always 
become prime ministers. 

Mr Gandhi’s body - badly 
mutilated by the blast - was 
t-aicwn to Delhi from Madras 
early in the morning and lies 
in state in Teen Murti House, 
the residence of Jawaharlal 
Nehru, his grandfather. Thou- 
sands of mourners filed past 
his body. He will be given a 
state funeral on Friday. 

There was still no firm indi- 


cation last night as to who was 
responsible for the killing of 
Mr Gandhi. A government 
spokesman said that no group 
had claimed responsibility. 

An unknown militant Tamil 
organisation phoned the Ban- 
galore office of a national 
newspaper and said the; had 
carried out the attack on 
tehalf of Tamils in India and 
Sri Lanka. Mr Gandhi was seen 
to have been a target for Tamil 
extremists after sending the 
Indian army into Sri Lanka to 
suppress a Ta mil r evolt. The 
Tamil Tigers (LTTE), the main 
T amil militan t movement in 
Sri Lanka, denied responsibil- 
ity for the attack. 

Some of the worst violence 
yesterday occured in T amil 
Nadu where crowds turned 
against the regional Tamil 
party, the Dravidia Munnetra 
Kazaghan (DMK) of Mr K. Ka- 
nmanidhi, former chief minis- 
ter. A DMK newspaper office 
was burnt and at least 40 
trucks and buses set ablaze. 
Tamil property was also 
attacked in other Indian citi es 

In Delhi, angry crowds out- 
side the residence of Mr 
Gandhi blamed his death on 
organisations as diverse as the 
CIA and the Janata Dal party 
of former Prime Minister V. P. 
Singh. The ready acceptability 
of conspiracy theories added to 
the sense of tension. 

Among Hinw due to attend 
Friday's funeral are Mr Dan 
Quayfe, the US vice-president. 
Mr Nawaz Sharif, Pakistan’s 
prime minister, and Mr Doug- 
las Hurd, Britain's foreign sec- 
retary. 

Indian economy frozen in 
time, Page 4: Nation stretched 
to breaking point. Page 12; 
Million grieve. Page 14 




Sonia Gandhi yesterday: overwhelmed by grief 


Rebels advance on Ethiopian capital 


By Julian Ozanne in Addis Ababa 

AN REHIK mood of apathy, anxiety and 
pessimism engulfed Addis Ababa yes- 
terday. .Dishevelled, warrweary govern 
'tnent soldiers straggled into the capital 
and municipal workers took down the 
Soviet-realist posters of former dictator 
Mengistn Haile Mariam who resigned 
and fled the country on Tuesday. 

"We are happy Mengistu has gone 
but we fear the fixture. There is no 
reason to celebrate," said Mr Tedesse 
Alem as workers unscrewed a huge 
metal billboard in Revolution Square 
which portrayed Mr Mengistu as the 
leader of a new socialist dawn. "One 
nightmare is over but we don't know if 
another is about to begin." 

Rebels continued to press towards the 
capital, overruning government troops 
felling back in disarray. By nightfall 
the rebel Ethiopian Democratic Revolu- 


tionary People’s Front had captured the 
town of Genet, 25 miles west of Addis 
Ababa. 

The rebels again rejected the new. 
government’s offer of a c e asefire, fuel- 
ling fears In the capital of a breakdown 
in law and order as more tired soldiers 
flee the battle lines. Attempts by the 
government to hold defeated troops 
back at ch eckp oints and disarm them is 
proving successful so far, but some are 
still trickling through. 

Several European embassies, includ- 
ing Britain's, were advising non-em- 
bassy nationals to evacuate the capital 
and were making plans to lay on special 
charter Sights. 

Addis Ababa appeared normal on the 
surface. The regular light Sow of traffic 
worked its way through the drizzle and 
most shops and offices were open. But 


there was depression and confusion. 

A crowd of about 2.000 gathered 
around Aral Kilo, a downtown traffic, 
junction, as muncipal workers with . a 
crane removed a 12-foot portrait of Mr 
Mengistu. But there was none of the 
excitement, jubilation or cheering that 
has mar ked the similar dismantlement 
of the Iconography of east Europe’s 
marxist leaders. 

“Nobody trusts anybody. Mengistu 
has gone but people are still afraid. The 
security police are still here, the struc- 
ture erf government is the same," said 
Desta, a student 

Policemen stood guard outside the 
MeneHk Palace, Mr Mengistu’s former 
residence, and in front of a 30-foot 
bronze statue of Lenin in the capital 

At the mercato. a huge market, 
clumps of ragged soldiers freon the front 


stood around aimlessly with their auto- 
matic rifles wrapped in bandoliers of 
bullets swung over their shoulders. 

“I am very disturbed that the fighting 
will come to Addis. I am very much 
afraid." said Miss Almaz Tegegne, a 
shop assistant. 

There was concern among western 
diplomats for the members of Mr Men- 
gistu’s Marxist party and the many 
agents of his oppressive 14-year rule. 

“There are deep-seated, pent-up feel- 
ings against the bad people and a desire 
for retribution. If public order collapses 
there will be a lot bloodshed," said one i 
western observer. 

Acting President Tesfaye Gibre-Kidan 
met individually the five ambassadors 
who have permanent seats on the 
United Nations Security Council to 
Continued on Page 14 


Cresson 

advocates 

EC-wide 

industrial 

policy 

By Ian Davidson in Paris 

THE PROMOTION of a 
European-wide industrial pol- 
icy will be one of the first pri- 
orities of the French govern- 
ment, Mrs Edith Cresson. the 
new prime minister, 
announced yesterday. 

She told the National Assem- 
bly that she would pursue that 
aim with the European Com- 
munity and with European 
industrialists, “with whom I 
have bad close relations for 
many years'*. 

Mrs Cresson did not spell 
out what Initiatives she would 
be taking in this direction, nor 
what a European industrial 
policy would comprise, 
although she appeared to rule 
out any recourse to protection- 
ism. 

But she identified two key 
sectors, cars and electronics, 
as being in need of a European 
Industrial policy. 

“Enrope cannot be just a 
large market”, she said. “The 
Europeans cannot depend on 
the outside world for certain 
products which are essential 
for their technological future 
or their defence. 

“An urgent effort is needed 
to ensure a common future in 
key sectors like cars and elec- 
tronics: let us be bold and 
inventive . . . Forty years ago 
the founding fathers created a 
European Coal and Steel Com- 
munity; today it is a true Elec- 
tronics Community that we 
need”. 

Mis Cresson has long had 
the reputation of a would-be 
interventionist in industrial 
affairs. It is not clear, how- 
ever, that sbe will hare as 
much freedom for launching 
an Interventionist European 
industrial policy. In her new 
government, industrial policy 
comes under the overall 
authority of Mr Pierre Berego- 
voy, the finance minister, 
whose instincts are resolutely 
llberaL 

Mrs Cresson’s promise of a 
European industrial policy ini- 
tiative was the main novelty 
in an extended declaration to 
parliament of the policies of 
her new government, which 
was formed last week. 

But she also promised that 
France woold take a tough 
line in defence of French agri- 
culture In the international 
trade negotiations in GATT. 
“We want to maintain a com- 
petitive agriculture which will 
keep, or even increase, its 
market share In the Co mm a, 
nity and in world markets.” 

On the fundamental issues 
of macro-economic policy. Mis 
Continued on Page 14 


Gorbachev optimistic about his 
chances of attending G7 talks 

By Leyla Boulton In Moscow, Peter Riddell In Chicago and agencies 


For managing directors 

WHO ARE OUTSTANDING 
IN THEIR FIELD. 


SOVIET President Mikhail 
Gorbachev yesterday expressed 
optimism about his chances of 
being invited to the Group of 
Seven summit in London in 
July and said that his govern- 
ment’s economic reform plans 
needed to be more radical. 

Mr Gorbachev appeared to 
be voicing support for efforts 
by Mr Grigory Yavlinsky, tbe 
Soviet economist, to work out 
a new economic and political 
reform package based on co-op- 
eration with the west 

The Soviet leader's com- 
ments came as Mr James 
Baker, US secretary of state, 
told a congressional hearing in 
Washington that the US should 
consider giving aid to the 
Soviet Union on certain eco- 
nomic and political conditions. 

■ Mr Baker said he .continued 
to strongly support a 
long-standing US policy that 
economic assistance should be 
made conditional where possi- 
ble on free market reforms. 

He added that a programme 
of aid would have to be finked 
to political Issues such as con- 
taining the Soviet Union’s mili- 
tary capability. 1 don’t think 


that we're at the point that we 
can look at this solely as an 
economic issue. . . We also 
have to look at some issues on 
tiie political side," he said. 

Mr Michel Camdessus, man- 
aging director of the Interna- 
tional Monetary Fund, said in 
Chicago that the Fund stood 
ready to move rapidly in pro- 
viding rerfminai assis tance for 
economic reform in the Soviet 
Union once Moscow and lead- 
ing western industrial coun- 
tries had reached agreement 
on how this might be done. 

He said that what was 
needed was some agreement 
between the G7 industrial 
countries and the Soviet Unfen 
on a formula for providing 
help. The IMF would then be 
“delighted to be of assistance. 
We are used to moving rapidly. 
There are no Institutional bar- 
riers to providing technical 
assistance. It will not take 
more than a day," he said. 

Mr Camdessus stressed the 
importance of a union treaty 
between Moscow and the 
republics if the Soviet Union 
was ever going to be able to 
put together a proper reform 


PfO^TADUOfi. 

Mr Gorbachev said he 
wanted to attend the G7 sum- 
mit to hear western leaders’ 
"suggestions on how we should 
best cooperate in order to con- 
solidate a positive tempo 
which is gaining strength and 
which we should preserve.” 

Without mentioning Mr Yav- 
linsky, who is currently in the 
US to work out a joint 
approach to Soviet reform with 
US economists, Mr Gorbachev 
echoed many of his ideas for a 
new political consensus accom- 
panied by radical market 
reforms. 

But he also repeated earlier 
warnings, aimed at salvaging 
Soviet pride, that other coun- 
tries should not expect to 
“impose models" on the Soviet 
Union. 

The Soviet president also 
expressed confidence that diffi- 
culties with Washington over 
arms control would be ironed 
out during tbe current visit to 
Washington by General Mik- 
hail Moiseyev, tbe Soviet chief 
of staff. 

Russians (feme home to Taji- 
kistan, Page 2 


QoaVe bcce 
running tbe 
corporate 
race for long 
enough. Isn’t it 
time to make your 
move and boy into 
a company of your 


help lhai business realise its full 
potential, and reap the full rewards 
for your investment. 

Tbe 31 Management 


1 / 1 Programme 

provides 

j knowledge and 
Hi I connections 

^ to help you win. 

J/ A Buy-In is always a 
' difficult operation, 
requiring time. 


and support. Thai 
is why haw developed a Programme 
to lake you through all a Buy-In emails 
- helping you make your vision a 


Now GO ON AND RUN 
YOUR OWN 

'I INDEPENDENT BUSINESS. 
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US trade pact unlikely to 
d e nit Mexican mtetnwt . 

Under President 



Garfos SaHnas de Gor- 
tari, Mexican foreign 
policy is undergoing a 
decisive change 
towards a stance 
guaranteed to enrage 
the country's powerful 
left-wing 
Page 6 
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New York lunchtime: 

$1.7275 

London: 

$1.7285 (1.7365) 
MCL9725 (29725) 
FFr10.0925 (10.065) 
SFT2.52 CL515) 

Y238.3 (238.5) 

£ Index 91.9 (92) 
GOLD 

New Yoric Comex Jun 
$356.8 (367.9) 

London: 

S356J (356.5) . 
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Brent Jul 
$19,175 (19.72S) • 
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$ index 66.1 (6&8) 
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Fed Funds 522% 
3-mo Treasury BHls: 
yield: S.61% 

Lone Bond: 

90£ 

yield: 8 . 26 % 


STOCK INDICES 

FT-SE 100: 
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1,19199 (-0.6%) 
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376.56 (+0.21) 

Tokyo: Nikkei 
25.398.66 (-82.55) 
LONDON HONEY 
3-tnontti Intbnfc close; 

11*2% I11A-11JI) 

U0e long gB futon: 

Jun 90ji (same) 


You've proven 
yourself as a managing 
director in someone else’s 
company, and are ready to 
make a substantial financial 
commitment to your own 
future. 

You may on the other 
hand, have built your own 
business and sold it, and 
want to do it again. 

In either case, you know 
what a business is worth. 

You’ve built up a successful 
company and are reaping some 
of the rewards. 

You could just stay where you 
are. But the chances are you've 
already been wondering what challenges 
or opportunities are around the corner. 

If you’re after the excitement of building 

up a company again, a Management Buy-In of 24 offices around the UK. 

could be jusi whai you’re looking for. If ... 

If you think you are up to the challenge 

A Management Buy-In would allow you of buying into a business and making it grow 

to take control of on independent business. just the way you want, we would like to hear 

Investing your skills and energy, you could from you. Telephone 071 928 31 ?! 

S OeSncs nwrawi ta>U as eamunonc and bng-Knn capiat m no term cJ ttat at] ctn nmncM n uxum< 1 txmxtmK 
3 Goo £* arc 3 ok. ate icgunnl n Pc ccndua of urjrcra tv SS 


As the UK’s largest provider of 


investment capital, 3i have backed more 


Buy-Ins than any other invrnor in industry 
So we know haw ia recognise lhose 


candidates most likely to succeed. 


3i wiQ soon be hosting a number of 


Management Buy-In Rirums where you can 
decide if you've got what it takes to be a 


winner. These will be linked to our network 
of 24 offices around the UK. 




Yes, please send me details of The 3i Management Buy-In Programme. 


Name: iswmiWswsj... 


Wf-ms'.* 


■ IVHWlto - _ ^ I 

I Ih inJ “ , ' r r Cnmpfewjndpo^ ihK coupon t o- A Umgnnttu Buy-In Tram. 3i pic. *»1 WmcrS-n Hrad . London SE 1 x\l‘ j 
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Union protests against monetary policies 


Solidarity takes to streets 
in show of national rage 


By Christopher Boblnskf in Warsaw 


FLAGS flapped and banners 
strained agains t the breeze as 
the Solidarity trade union took 
to the streets of Warsaw yes- 
terday for the first time since 
the fail of the Communists, to 
protest against the govern- 
ment's stringent monetary pol- 
icies. 

"We come into work every- 
day and we don’t know if we’ll 
be needed,” said one employee 
of the FSO car factory in the 
crowd of abont 10,000 union 
members. 

Another complained about 
low pay. "I have a basic 
monthly wage of Z1 12m after 
18 years at the plant and my 
rent is Z1 400,000 a month," he 
s aid. 

All agreed the Government 
was squeezing the state sector 
with taxes while private com- 
panies - “more often than not 
owned by former communists" 
- were not paying enough. 
“We’re the ones who are pro- 
viding the budget income" said 
another. 

The Solidarity crowd later 
mmrhpri under a blue sunlit 
sky to hand in petitions 
against wage controls at the 
trmtn government building and 
parliament. 

Elsewhere in the country the 


union staged short stoppages, 
notably in the coal mines and 
in factories in the south west, 
while in Gdansk, the move- 
ment contented itself with 
hang in g out flags and sound- 
ing alarm sirens at midday. 

Solidarity wants pledges that 
wage controls in the state sec- 
tor will be gradually removed, 
a d ear government statement 
on the future of Industry and 
fanning and the removal of far- 
mer communists from the 

HrtTrUnin tT ttttfm. 

Privatisation policies are 
also coming under fire for 
favouring those who are 
already rich. 

A spokesman at Solidarity 
headquarters in Gdansk said 
the unio n was “satisfied with 
the response which showed 
that the union could mobilise 
its members”. 

More importantly, the pro- 
test has given people the si gnal 
that the government’s strin- 
gent monetary policies, agreed 
with the International Mone- 
tary Fund, could now legiti- 
mately be criticised. 

The Warsaw crowd heard 
the burly local Solidarity 
leader, Mr Macdej Jankowski, 
d«flwand that the government 
outline clear policies for Polish 


industry, which he said was 
going into t erm inal decli ne . 

“If industry collapses and 
our best engineers and academ- 
ics emigrate then well sink to 
fourth world status Hke Ban- 
gladesh without any hope,” he 
thundered. 

“We don't want to overthrow 
the present government but we 
want all our parties to make 
their position clear: do they 
waul a country run by a rich 
oligarchy and the rest mere 
macgpg without any hope for 
the future, which is the way 
thing * are going now?” 

More would have come to lis- 
ten and march if not for a bus 
strike in Warsaw, now in its 
second day, where drivers are 
demanding a SO per cent pay 
increase. The drivers held talks 
with city authorities but 
rejected a pay offer as too low. 

Fulfilment of the demands 
would that half the city 
authority’s budget would go on 
public transport, said the 
mayor, Mr Stanialaw Wyga- 
nowskL 

However, rubbish disposal 
workers ended a week-long 
stoppage yesterday after being 
promised ZL 500,000 a month 
more on top of the Z1 L8m they 
now earn. 



STRIKE: workers in Minsk protest outside the Byelorussian supreme council 


Parliament opens way 
for presidential poll 


Candidates lack flamboyance 


By Our Moscow Correspondent 


By Leyla Boulton in Moscow 


THE Russian parliament 
yesterday cleared a big obsta- 
cle to die holding of presiden- 
tial elections next month, 
when it approved a law defin- 
ing the powers of toe future 
president. 

The first directly-elected 
president in Russian history 
will have toe power to appoint 
and sack ministers, issue 
decrees end sign International 
pacts. He will also have 
responsibility for guarantee- 
ing the national security of the 
largest Soviet republic. The 
president's powers to a certain 
extent mirror those of the 


Soviet president, Mr Mikhail 
Gorbachev, but an earlier plan 
to the Russian leader 

commander-in-chief was 
dropped. 

While Mr Boris Yeltsin, toe 
popular chairman of the Rus- 
sian parliament, is almost cer- 
tain to win, he faces a serious 
challenge from Sir Nikolai 
Ryzhkov, the farmer Soviet 
prime minister who has 
hwnma the standard-bearer of 
Communist party conserva- 
tives. The congress is due 
today to dear amendments to 
the constitution, anahUng toe 
presidential law to take effect. 


LACKING the flamboyance 
characterising US-style presi- 
dential elections, toe six candi- 
dates for toe first-ever Russian 
presidency are however under- 
going a crash course on popu- 
lar politicking. 

—With the race nfn<n«TTy open 
since Monday, nobody has yet 
Mwwrf any haMe*- Bid the slo- 
gans and promises have begun 
rolling in, with a few hiccups. 

Mr Boris Yeltsin, for one, 
was having trouble wiling 
thing s by their name. Relin- 
quishing the floor at yester- 
day’s Russian congress to Gen- 
eral Albert Makashov, his 
neo-Stalinist opponent, he 
almost wiTiad him a pretender 


rather than a candidate. 

Gen Makashov, cutting an 

nnnhariCTngtin figure' despite 

his unif orm, said he offered 
“constitutional order which 
would force everybody to work 
and not engage in speculative 
activity". His pledge to "sovie- 
tize” the economy and stop 
capitalists buying up toe coun- 
try was drowned in laughter. 

He pledged to restore Rus- 
sian patriotism, saying gener- 
als had made good presidents 
in toe US. South Korea and 
Taiwan. Mr Vadim Bakatin, 
the former interior minis ter 
who still advises President 
Mikhail Gorbachev, said his 
credo was “common sense”. He 


warned voters “not to expect 
any sensations” from Mm. 

Mr Bakatin, who disclosed 
he had rejected an offer to 
become Mr Yeltsin’s running- 
mate, acknowledged some con- 
fusion over whose vote 

he was trying to attract 1 am 
relying on the majority of Rus- 
sians who work, stand in 
queues, and worry about the 
future of Russia,” he said. 

Mr Vladimir Zhirinovsky, 
head of toe T.ihgr»i Democratic 
Party, made the most inauspi- 
cious start of alL Congress dep- 
uties’ assess ment of his inau- 
gural speech ranged from “a 
circus act" to “a shameful com- 
edy". 


Russians come home to Tajikistan 

Jo Carley finds that life in Central Asia is preferable despite the nationalist threat 


W HEN Lynda Borova, 
a Russian physics 
teacher, stepped off 
the aircraft onto Soviet Tajik 
soil thin month, she considered 
herself to be st riking a small 
blow against the rising tide of 
national ism. For she decided to 
return just four months after 
leaving Tajfldstan, supposedly 
for good, driven out like thou- 
sands of other Russian resi- 
dents by mounting fears of an 
Impending anti-Russian back- 
lash In Central Asia. 

“Even though I'm Russian, 
Central Asia is still my home, 
in spite of all this national- 
ism," she said defiantly, as she 
sat among packing cases. She 
had found, to her horror, that 
life had actually been harder in 
the Russian town where she 
had moved than in her home 
city of Dushanbe, the capital of 
Tajikistan. 

The return of Mrs Borova 
and other Russians does little 
to reverse the tide of those who 
have left Tajikistan in the last 
two years - recent figures sug- 
gest that 50,000 Russians have 
left or wish to leave the repub- 



lic, where they make up about 
7 per cent of the total popula- 
tion - but it does, however, 
mark a recent change in the 
attitudes there. 

During the last two years the 
steady rise of nationalism has 
left the Rnggfaw community in 
Central Asia feeling increas- 
ingly threa t ened. The decision 


of toe Central Asian republics 
to turn their jwdigMinn* lan- 
guages ixitn the official state 
language, for example, has 
been regarded as a significant 
blow, since less than 25 per 
cent of the Russians In Central 
Asia speak them. 

Events like toe brutal lynch- 
ing of six Russian soldiers last 


year in the Uzbek town of 
Namangan, or the anti-Russian 
attacks during riots in 
Dushanbe 18 months ago, have 
fuelled Russian fears that a 
future hacklaah could be con- 
siderably more violent than 
anything seen so far In the Bal- 
tic republics. More than half 
the Russians polled in Tajikis- 
tan earlier this year, fix* exam- 
ple, said they would be pre- 
pared to set up self defence 

mlUHac la the faoe of rising 

nationalism. In practice 
though, attempts to set up 
groups protecting Russian lan- 
guage interests in the republic 
have been declared fflegal. 

Nevertheless, although the 
fears remain, it seems that the 
threat of imminent unemploy- 
ment in Russia, coupled with 
the problems ot finding 
increasingly scarce housing in 
Russian cities, means many 
Russians are staying put For 
the first time in recent months, 
toe number of Russians leav- 
ing the republic has actually 
fallen, according to unofficial 
government es timat es. 

The republic’s government 


and opposition parties are keen 
to fan this confidence - toe 
opposition Democratic Party, 
for example, - recently 
appointed a Russian as its vice 
leader - not least because the 
republic can ill afford to lose 
the technical mid scientific spe- 
cialists who have, to date, been 
overwhelmingly Russian. 
Indeed, toe exodus has already 
caused serious shortages in 
medical and engineering pro- 
fessions, adding to the repub- 
lic’s mounting economic prob- 
lems. 

But the results of the Soviet- 
wide referendum In March, 
which seemed to show that the 
Tajiks were overwhelmingly in 
support of toe Union (although 
there were suspicions of ballot- 
rigging), does appear to be giv- 
ing greater confidence to the 
Russians. 

As Alya Vaslieva, a Russian 
language specialist said: “As 
long as Tajikistan remains 
within the Union, we think we 
have a future here. But if it 
became independent, we’d be 
terrified that an state 

might develop." 


Ukraine 
calls for 
elections 


THE PARLIAMENT of the 
Ukraine, the second largest 
Soviet republic, yesterday 
approved a draft constitution 


for an independent republic 
and called for direct presiden- 
tial elections. Chrystia Free- 
land writes from Kiev. 

The constitution is not 
likely to become law before 
the end of the year however. 
This wmih that nrifliw the 
Ukrainian parliament nor its 
president, Mr Leonid Krav- 
chuk, is empowered to sign toe 
proposed Union Treaty 
between the central govern- 
ment and other republics 
before then. 

The draft constitutional law, 
approved by 231 ont of the 
total 450 deputies, reflects the 
increasingly radical mood In* 
the Ukraine and endorses pri- 
vate ownership. 


Portugal trade 
balance worsens 


PORTUGAL’S trade balance 
worsened in the first quarter 
of this year, toe deficit rising 
25 per cent over the same 
period in 1990, to reach 
Esc8i7^bn ($2bn), writes Pat- 
rick Blum in Lisbon. Export 
growth slowed, up L3 per cart 
to Esc578.9bn, against 
EscS712bn in toe first quarter 
of 1990, the National Statistics 
Institute said. In March, 
exports fell 9.4 per cent. 
Imports rose 8.6 per cent to 
Esc 896.4bn, against Esc 
825 .2 bn a year earlier. 


UK- Albanian ties 


Britain said yesterday that it 
had agreed in principle to 
restore diplomatic relations 
with Albania after Tirana 
dropped all conditions, writes 
Our Foreign Staff. 

The ties were severed mam 
than 50 years ago. 




draft measures 
on 



By Andivw HR} in Brussels 

ADVERTISERS may have to 
support claims that one wash- 
ing powder “washes whiter* 
than another with scientific 
proof. If draft measures 


n are', to 


pem 
become law. - 

The Commission wants fo 
regulate comparative advertis- 
ing campaigns by adding new 
clauses to a 1984 directive 
which controls misleatfing pub- 
licity. ft hopes the measure 
will be adopted by member 

before the beginning of 

The draft clauses would 
allow advertisers to compare 
fixe « ap»ntfrii features of prod- 
ucts or services, but such com- 
parisons would have to be 
objective and su pported by sd- 
proof. 

Brussels also wants to out- 
law the sort of aggressive cam- 
paigns common in the US, 
where hoardings and television 
wmniMB-riniii are freguently a 
forum for accusations and 
counter-accusations about 
compet in g products. 

Publicity which “denigrated” 
rivals would be banned under 
the draft proposals, as would 
advertisements which led to 
confusion between competing 
brand-names, products and ser- 
vices. 

Mr Karel Van Miert, the 
commissioner for. consumer 
protection, said the aim was te 
improve information for con- 


smnere, sttoofate competition 
and -hanaoutee. EC regulation 
of comparative advertising. . 

He said ho hoped toe Indus- 
try would itself produce * cade 
of conduct- an comparative 
advertising, which accounts for 
only 2 per cent of advertising 
expenditure in the EC. 

Briefing EC legislation -fo 
this area is confined. Only four 
countries - Spain, faefond. 
Bartugal and the UK - have 
laws express! 
comparative a 
Fiance Is bringing to a 

HWHHIItW 

Other member states. are 
subject to a range of overlap- 
ping rules and case law: in 
some countries these outlaw 
-the mention of a rival com- 
pany's name or the use of 
trade-marks without permis- 
Bfon. 

• The Commission will tide 
week ?twtd le t ters of notice to 
10 member states as toe first 
formal step towards legal 
action aimed at ending cross- 
border monopolies In elect ri c- 
ity. 

The Commission warned tbs 
co untri es two months ago tt 
wanted to dismantle nations! 
energy monopolies. 

if It now e me rges that they 
do not conform with the Rome 
treaty. Brussels will send “rea- 
sotted opinions” to the relevant 
member states and can eventu- 
ally take them to the European 
Court of Justice. 


Fiat cuts stake to win 
EC merger approval 


By Andrew Hill in Brussels 


FIAT of Italy has agreed to cut 
its stake in one of France’s 
largest car-battery producers 
from 75 per cent to 10 per cent, 
in oider to win Europan Com- 
mission approval for a merger 
with the battery subsidiary of 


toe French company, Alcatel- 
Alathwm 

The bargain completes the 
second in-depth inquiry by the 
C ommis sion into last October's 
link-up between Alcatel-AJLs- 
thnm and Fiat. It may have 
im plicatio ns for the outcome of 
annthw Brussels investigation, 
into the proposed car battery 
merger between the German 
companies Robert Bosch and 
Yarta. 

EC competition nffiMaig also 
see the deal as a small victory 
over those within the Commis- 
sion who had argued for 
TmcnnfTrKrwTfli approval of the 
deal on the grounds that it 
would create a strong “Euro- 
champion” in the world mar- 


HDTV groups receive 
Ecu85m in state aid 


By Our Foreign Stuff 


Brussels has approved more 
than Eco85m (2100m) of French 
and Italian state aid to elec- 
tronics groups involved in the 
development of high-definition 
television (HDTV), including 
subsidiaries of the French com- 
pany Thomson, Philips of the 
Netherlands, and Finland’s 
Nokia. 

The aid, which takes the 
form of grants and loans, was 
waved through by the Euro- 
pean Commission oh the 
that HDTV is part of 
EC Eureka research pro- 
gramme and “an important 


Bonn favours broader 
role for troops in UN 


By David Goodhart in Bonn 


THE German Social Democrats 
(SPD) look set to agree to a 
broader role for German troops 
in the service of toe United 
Nations if the UN can reform 
and clarify its rules on military 
intervention. 

Chancellor Helmut Kohl is 
strongly in favour of refo rming 
the German constitution to 
allow German troops to oper- 
ate outside the NATO area, 
especially after Germany's 
modest role in the Gulf War. 
However, the SPD «wd the Lib- 
eral Free Democrats have both 
been more cautious. 

The issue bad threatened to 
divide the SPD’s party con- 
gress at the end of this month 
but Mr Willy Brandt has now 
come up with a formula which 
favours immediate German 
participation in UN “blue 


beret” peace keeping 
operations, btzt makes wider 
German participation in UN- 
sponsorea actions dependent 
upon reform of the UN’s mili- 
tary role. Mr Bjorn En ghnlm , 
the SPD chairman-elect. 


favour s thi s compromise. 

The SPD’s view on the mat- 
ter is important because a two- 
thirds majority in the Bundes- 
tag (pa r liament) is required to 
change the constitution. The 
Free Democrats have agreed to 
participation in blue beret 
operations and any action sup- 
ported by the UN security 
council. 

• The Bonn Economics Min- 
istry said yesterday that it 
expected first quarter GNP 
growth in 1991 for west Ger- 
many to be between 3 and 4 
per cent 


Belgian strike averted 


By David Buchan in Brussels 


THE Belgian g o v e r nm ent 
averted a planned strike on 
Friday by agreeing to pay the 
country’s 800,000 public sector 
workers 6 per cent above the 
prevailing inflation rate over 
the next three years. 

The deal emtahw the first 
revision si nce 1972 of the dif- 
ferentials between different 
grades of civil servants, in an 
attempt to remotivate a public 
sector that feels It has borne 
the brunt of austerity for the 
past 10 years under toe prime 
minister, Mr Wllfried Martens. 
The government elating the 
extra c h arge on the national, 
as distinct from regional, bud- 
get will only amount to 
BFrsl4bn (3390m) a year. 

But private economists fear, 
noneth el ess, that the ray set- 
tlement risks breaking the 
Martens government's self-im- 
posed rule against year-on- 
year increases in toe budget 


deficit, not just in real terms, 
but nominal terms as wen. 

The five parties in the ruling 
coalition are already begin- 
ning to jockey Cor podtRm in 
advance of elections, which 
must be held by next January. 
• About 20,000 off-duty 
policemen demonstrated 
through Paris yesterday to 

demand higher pay and better 
working conditions, Reuter 
reports from Paris. 

The policemen, mostly rank- 
and-file patrolmen from cities 
around France, marched In 
two separate processions 
under blue, white and red bal- 
loons. They belonged to two 
rival unions representing 
many of the 120/M0 policemen 
employed by the French Inte- 
rior Ministry. 

The marchers wore street 
clothes because of a law which 
prohibits them from demon- 
strating in uniform. 


Yugoslavia seeks $4.5bn to 
help its economic reforms 


By Judy Dempsey 
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YUGOSLAVIA’S federal 
government is seeking $4J5bn 
(£2.6bn) fr om in ternational 
financial institutions in order 
to implement its economic 
reform programme and bolster 
its authority in the face of 
secessionist moves by same of 
the republics. 

Mr Badimir Loncar, the fed- 
eral foreign minister, told a 
group of army officers ea r lie r 
this week that “for the contin- 
uation of the economic reforms 
thm year we need $4J5bn. Bat 
m uc h depends on the negotia- 
tions with the International 
Monetary Fund." 

The implementation of 
reforms continues to be under- 
mined by ethnic unrest, dead- 
lock among the six republics 
and two provinces over 
choosing Mr Stipe Mesic, a 
Croat as president and consid- 
erable opposition by some of 
the republics to reforming 
their economies. 

Yugoslavia has bees without 
a federal president and head of 
toe armed forces for more than 
a week following opposition by 
the communist republics of 
Serbia a"d Montenegro, and 
the provinces of Kosovo and 
Vojvodina, to appointing a 
non-communist president 

Despite the instability, the 
federal government remains 
hopeful that it will obtain 
financial assistance, and will 
be able to negotiate a resched- 


uling of pert erf its debt owed to 
the Paris Club of creditor gov- 
ernments. Last month, Mr 
Ante Markovic, the federal 
prime minister, told parlia- 
ment that the Paris Chib had 
indicated its willingness to 
reconsider Yugoslavia’s 
request for a rescheduling of 
its 2640m outstanding debt. ' 
Yugoslavia’s external debt 


It is expected to 
lose $2bn in 
tourist receipts 
because of unrest 


totalled $l&3bn in 1990 and its 
reserves amounted to $&9bn. 

The debt accounted for 27.8 
per cent of GDP (which last 
year totalled 858.9bn), com- 
pared with Hungary's per 
cent and Poland’s 743 per cent 

The government is faced 
with a deteriorating economic 
outlook. The balance of pay- 
ments deficit is expected to 
reach *L5bn tills year, after a 
SLlbn deficit last year. 

GDP Is likely to decline far- 
ther this year after a fall of 3 
per cent last year. Industrial 
output foil by 3D per cent last 
year and nearly 18 pec cent in 

the first quarter of 1991 due to 

a decrease in capital invest- 


ments, as well as continued 
overmanning and subsidies. 

• In addition, Yugoslavia is 
expected to lose at least $2bn 
in tourist receipts because of 
threats of a military coup and 
ethnic unrest and violence in 
Serbia and Croatia, the coun- 
try's two largest republics. 

Financing from international 
financial institutions could 
enable the federal government 
to speed tip the pace ot privati- 
sation and the costly r e fo r m of 
the fiscal and banking system. 

Mr Markovic has said that 
the percentage of non-perform- 
ing hunt lrnmg to estimated to 
be as high as 69 per cent, or 
SlObn. This Is . because enter- 
prises, which have had the 
right to establish their own 
banks, frequently obtained soft 
credits. The' governments, in 
several of the republics have 
been reluctant to break the 
link between enterprises and 
banks because many enter- 
prises could face closure. 

A recent study by the World 
Ranif stated toot one third of 
.all enterprises "are reportedly 
illiquid - . but tome have been 
no closures to date.” 

This resistance explains, wl 
tiie federal paxhament has 
not adopted a draft law on toe 
re fo rm of the Nati on a l Bank of 
Yugoslavia and the financial 
operations of. the national 
banks of the republics and 
provinces. 
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ket fta replacement batteries: 

Sr Leon Brittan, the compe- 
tition commissioner, suggested 
Fiat should sell a lmge part of 
its stake in Corapagn ie F ran- 
oafae <FEtectroriihnie (CFEC) & 
month ago and won Fiat's 
agreement within the Jest few 
days. 

Fiat has also agreed to limit 
its membership of CFEC’s 
board to one person. 

Brussels was worried that a 
merger between Magneti-Mar- 
elli, the Fiat subsidiary, and 
Ale&tel-AIsthom’s Cdmpagnie 
Europdenne d’Accumulatenrs 
(CEAc), would create a domi- 
nant position in the French 
market for replacement car 
batteries. 

Sir Leon will now recom- 
mend approval of the deal 
when the Commission meets 
next Wednesday - the last day 
of tize four-month period laid 
down for . full Commission 
merger inquiries. 


project of common European 
interest”. 

Such projects are exempt 
from the usual restri c ti on s on 
state aid. 

The Commission is still hop- 
ing 6o submit its proposals on 
ffcture HDTV strategy to tele- 
communications ministers on 
June 3, although Tuesday’s 
meeting ot broadcasters, satel- 
lite operators and electronics 
groups broke up without reach- 
ing a co mp romise on the mem- 
orandum of understanding 
which will form one half of toe 
strategy. 

Meanwhile, Brussels 
announced yesterday it has 
started an investigation into 
Dutch state aid for the recycl- 
ing^ pig manure. 

The aid, a parafiscal levy 
wrath Ecu28m (S3 1m) for the 
transportation and storage of 
the manure, is intended to 
reduce pollution. 

Th ough the Commission 
says it folly understands the 
environmental objectives- of 
the Dutch government, it has 
"accepted several Dutch aid 
schemes in that sector" and 
considers further injections of 
quasi-government resources 
may constitute illegal state aid. 
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By Robert Thorinon In Tokyo 


T he P S yesterday warned 
corporate Japan that changes 
must be made to practices 
which allegedly .prohibit fair, 
competition, and hinted host* 
ness opportunities in the OS 
conld be limited unless the 
changes come soul ... 

The trade debate' between 
Washington and Tokyo is 
increasingly focused on the 
behaviour of -Japanese compa- 
nies, as US officials yesteiday 
signalled they wiare -generally 
pleased with policy changes 
made by Tokyo over the past 
year. . 

Negotiators from the two 
countries yesterday fiwfohod a 
review of the first year of 
reforms imrfer the Structural 
Impediments Initiative <$11), 
designed to remove obstacles 
to trade and cot Japan's huge 
bilateral trade surplus. 

While US officials said Japan 
had partly abided by promises 
to increase public infrastruc- 
ture investment and de r» gn 1a *ft 
the country's complex distribu- 
tion system, they cited several 
problems they claimed were 
directly related to the behav- 
iour of Japanese companies. 

US representatives suggested 
that corporate Japan was 
obstructing the strengthening 
of anti-monopoly legislation 
and opposed attempts to make 
transparent the activities of 
the keiretsu - corporate fami- 


lies - characterised by cross- 
shareholdings r.ina ft busi- 
ness relationships. . 

. Mr Charles Dallara. an assis- 
tant US treasury secretary, 
said many countries were 
becoming increasingly dis- 
turbed by the corporate fami- 
lie s , as there is “a growing 
body of evidence that suggests. 
keiretsu do tend" to exclude 
foreign and other Japanese 
firms from business dealings. 

“Change will require . a 
greater commitment at the 
higher levels of government 
and a recognition by those 
(company) members that It is 
in their interests to open tills 
system up,” Mr Dallara said. 
He suggested that if changes 
are not made, Japanese compa- 
nies conld find their foreign 
investment opportunities 
“severely, undermined” 

Japanese officials had an 
opportunity at the ‘review ses- 
sion to press the US for eco- 
nomic policy changes that 
would reduce the- trade deficit 
by making the country more 
competitive. Tokyo released a 
report calling on Washington 
to “make farther progress” in 
personal savings and invest- 
ment patterns, and in encour- 
aging US companies to invest 
more in research and develop- 
ment. Tokyo also wants a con- 
tinuing £s|l in the US budget 


Washington in gear 
for fast-track vote 


By Nancy Dunne in Washington 


THE Washington lobbying 
circuit this week is in high 
gear for the approaching vote 
(m President Bush’s request for 
a two-year extension of bis 
“fast track* . negotiating 
authority for the Uruguay 
Bound and the North Ameri- 
can Free Trade Agreement 
(Nafta). , 7 ‘ 

While ;■ the Hispanic 
Americans for US-Mexico Free 
Trade were holding a press 
conference yesterday to dem- 
onstrate their support, Mr 
Ralph Nader's Public Citizen 
organisation was delivering 
glass jars labelled “Danger! 
DDT!" to every House office. - 
The jars were attached to cir- 
culars which: declared that the 
extension could allow fruit and 
vegetables to be “slathered 
with the deadly stuff*. 

To the uninitiated. Public 
Citizen explained: “Fast track ' 
means having only 60 days to 
consider thousands of pages of 
enabling legislation that wifi 
change broad stretches of US 
law. Then, after limited debate, 
the only vote allowed is 'yes’ or 
‘no’. Stop fast trade, and make, 
sure future trade agreements 
are good for all Americans." . 

Congressman - Richard 
Gephardt, House majority 
Leader, has been the focus of 
much of the anti-fast track 
activity. Since he agreed to 
support the extension, albeit 
with conditions, protesting 
constituents have been mailing 
Mm old campaign buttons and 
bumper sticks. A Gephardt 
staff member, meeting a dele- 
gation of fanners, was handed 
a picture autographed by the 
congressman for a former sup- 
porter who had asked that it be 
returned. 

“We feel completely betrayed 
by him. " mM Ms Susan Denier 
of the Family Farm Coalition. 
The group pressed the staffer 
to get Mr Gephardt to insist on 
new conditions easing the US 
free trade stand in the form 


negotiations under the aegis of 
the General Agreement on Tar- 
iffs and Trade (Gaft). 

Although Senate Wii count- 
ers feel confident the wtaminn 
will he approved, one aide 
acknowledged he ^ only 40 
or so committed, out of the 51 
needed, in suppor t of President 
Bush. Many of the officially 
“undecided” are hoping the 
President will have enough 
support so they can -vote 
against the fasC-track to satisfy 
their labour and environmen- 
talist constituents. 

; In the House, there were 
demands fear dose scrutiny ol 
the Nafia teTfca and high-level 
negotiations about what type 
of demands to place on the 
administration for consulta- 
tions before- a final o pmnmrn t 
comes to a vote. 

Mrs Carla Hills. US trade 
representative (USTK), is seek- 
ing an “unencumbered fast 
track.*' Proposals to allow 
amendments to a final agree- 
ment in a limited number of 
areas, such as environment 
and labour issues, would leave 
bar “fairly lonely”, she said on 
Monday, because no one would 
negotiate with her. • 

“Congress cannot negotiate a 
trade agreement,” she 
declared. They created USTR 
to be responsive to the Con- 
gress, to negotiate, and to 
shackle us, to make i is less 
effective simply destroys a 
partnership that has worked 
extremely well for the past 50 


Mr Mark Anderson, the 
leader of the labour' forces, 
believes the more conditions 
on the negotiators, the better. 
“It drips away at this sort of 
executive branch power grab,” 
be said. No matter how the fast 
track vote goes, it has been 
made dear to. the administra- 
tion thatit will have to address 
concerns of labour and envi- 
ronment to gd Naite approved, 
Mr Anderson insisted. 


Finns, Portuguese in 
petrol components deal 


By Enrique Tesslari in Helsinki 


NESTE, the Finnish 
state-owned oil and chemi c als 
group, and PetrogaL the Portu- 
guese oil company, . have 
formed Octaco - Coanpanhia 
Portuguesa de Octanes - a 
joint venture which will pro- 
duce methyl-tetra-hntylene- 
ether (MTBE) and alkylate, 
both seen as environmentally 
friendly high-octane petrol 
components. 


Neste and Petrogal will have 
a 65 and 35 per cent stake-in 
the new company respe c tively. 

. Hie two gro u p s null invest 
|100m (£S9m) in buildi ng a 
50,000-toime-a-year MTBE facil- 
ity, as well as an alkylate plant 
which will have an annual pro- 
duction capacity of 200,000 
tonnes. The joint venture is 
based in Sines, about 100km 
south of Lisbon. 
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EC pressed 
on Airbus 
subsidies 

WASHINGTON has told 
Brussels it intends to lodge, 
under Gatt procedure, a new 

complaint over EC government 
subsidies far Airbus, the Euro- 
pean Cmmnterion said yester- 
day, Paul Betts writes. 

Brussels called the US deci- 
sion “incomprehensible and 
counterpro du cti v e”. Any new 
US action against Airbus could 
not but have a “negative 
impact" on the multilateral 

trade 

The US has so far not fifed a 
formal request in Geti against 
Airbus subsidies, but US and 
US aerospace officials have 
indicated the row Is reaching a 
head. 

The US has already fa»VMi 
Airbus before the Gatt subsi- 
dies committee over Bonn’s 
exchange rate support for 
Daimler-Benz, the German 
partner in Airbus. The US now 
plans to file a second, broader 
complaint against direct subsi- 
dies to help develop new Air- 
bus programmes. 

Washington has become 
fr u strated by lack of p r o gress 
In effects to win a compromise 
on commercial aircraft subsi- 
dies with the EC. 

The latest talks fid led last 
February with the US seeking 
a 25 per cent limit on govern- 
ment launch aid for new air- 
craft programmes inet-a of 
the 45 per cent proposed try 
theSC. 


Fares row blocks Caribbean air pact 

Barbados objects to aspects of a draft accord, Canute James writes 


A ROW over the setting 
of fores on lacrative 
London to Caribbean 
rentes is preventing conclusion 
of an air services agreement 
between Britain and six coun- 
tries in the eastern Caribbean. 

The quarrel has led to 
charges that the British gov- 
ernment is trying to give Brit- 
ish Airways an edge over 
Caribbean carriers, and to 
warnings that the region's 
important tourist market in 
Britain and other European 
countries is at risk. While most 
Caribbean states accept the 
terms of an accord with 
Britain, Barbados says it needs 
to have a role in setting fares 
for routes between London and 
the region. 

The row, which has Intensi- 
fied Inconclusive negotia- 
tions eight weeks ago, is com- 
plicated by oiaima by some 
Caribbean countries that the 
UK is making an effo rt to Unfit 
access to British airports of 
BWIA of Trinidad, in favour of 
British Airways. 

Mr Philip Greaves. Barbados' 
air transport minister, 
suggested the Caribbean 
should not enter agreements 
which could threaten the 
region's tourist industry, its 
most important source erf for- 
eign currency. Barbados has 
objected to aspects of the draft 
agreement, arguing that air 
transport for tourists from an 
increasingly vital European 


market was too Important to 
be left unprotected. 

Saying it cannot accept total 
deregulation of air fores, Bar- 
bados is suggesting a compro- 
mise allowing airlines to fix 
fores to an agreed celling 
beyond which government 
approval would be needed. Bar- 
badian officials say this is nec- 
essary to maintain competi- 
tiveness for the island’s tourist 
industry. 

This has angered Mr John 
Compton, prime minister of St 
Tjiria. “Barbados hag fcalrpn a 

position which, unless 
resolved, can result in curtail- 
ment of BWIA services 
between St Luda and our tour- 
ist industry," he says. The 
tourist Industry in islands such 
as St Lada, Dominica, Gre- 
nada and st Vincent depends 
on BWIA services. 

The UK had earlier refused 
to entertain a request from 
BWIA, owned by the Trinidad 
and Tobago government, to 
continue a second St Lucia- 
L ondon flight it bad adHari ter 
the winter season. A British 
Hiplomaf said then; “The appli- 
cation has been extended to 
end-May. A further extension 
will depend on the multilateral 
air agreement being worked 
out b e tw e en Britain and the 
Caricom countries.” While the 
other countries have favoured 
the pact with the UK, and are 
concerned at Barbados’ atti- 
tude, some regional officials 


Hie quarrel has led to 
charges that the British 
government is trying to 
give British Airways an 
edge over Caribbean 
carriers 


have said privately they 
“understand" why that island’s 
administration has taken such 
a trenchant position. 

One Barbadian official said 
there was support for the 
administration’s p ffrftkm from 
the region's tourist industry. In 
March, the Caribbean Tourism 
Organisation (CTO) concluded 
the region was faced with an 
"airline oligopoly” in the form 
of British Airways and Ameri- 
can Airlines. “From the point 
of view of the region and the 
destinations within," the CTO 
mM, "cme big issue arising is 
the reduced availability of dis- 
count fores and/or the level of 
discounts to the region result- 
ing from fewer airlines control- 
ling more share.” 

Two aspects of the proposed 
agreement have worried the 
Barbadians. While it allows 
Caricom countries to designate 
a single carrier to the UK, it 
does not limit the number of 
niriinm the UK f ** T * designate 
to the region. "This is unique 
in aviation history,” said Mr 


lan Archer, a former perma- 
nent secretary for civil avia- 
tion in Barbados, and now an 
airline industry consultant. 
Such agreements usually gave 
equal rights to the signatories. 

The other point the Barbadi- 
ans find unacceptable is the 
suggestion that the Caricom 
countries involved would give 
up their Air Transport Licen- 
sing Authority rights In 
exchange for granting BWIA 
increased flights. These rights 
allow some influence on the 
number of flights and carriers 
on a route. Conceding this, say 
regional officials, could mean 
the Caribbean would be unable 
to designate a carrier for any 
route British Airways decides 
is not worth plying. 

AH the countries in the con- 
troversy are after the same 
thin g- guaranteeing that their 
tourist Industry, and especially 
the UK and European market, 
is not affected by a shortage of 
airline seats. The CTO says 
many European tourists visit- 
ing the Caribbean go through 
London. Total scheduled pas- 
senger traffic between the UK 
and eastern Caribbean resorts 
was estimated by the CTO at 
341,000 in 1988. "The two sched- 
uled carriers serving this route 
are British Airways and BWIA 
International." the CTO said. 
“BWIA’s share is estimated to 
have decreased from 31 per 
cent in 1985 to 27 per cent in 
1988." 


French join 
Poles for 
TV venture 

THOMSON Consumer 
Electronics (TCE), the French 
state-owned maker of TV sets 
and audio/video products, has 
entered a Joint venture to 
make television tubes in 
Poland, William Dawkins 
reports from Paris. 

The group's Videocolour TV 
tube subsidiary has taken a 51 
per cent stake in a new com- 
pany with Polkolor, a state- 
controlled Polish television 
maker, and plans to invest 
FFr200m (£19 -8m) modernising 
its partner’s Warsaw plant 
over the next three years. This 
is one of the first French par- 
ticipations in Poland’s privati- 
sation programme, In which 
the Warsaw aims to find pri- 
vate investors for 8,000 state 
enterprises. 

Mr Jannsz Lawaudowskl, 
Polish privatisation minister, 
wants 60 such deals this year. 
This follows the recent acqui- 
sition by Philips, the Dutch 
electronic company, of 
Poland’s largest lighting pro- 
ducer, and the takeover of 
Fampa, the pulp and paper 
group, by Beloit of the US. 

Polkolor, founded In the 
mid-1970s, makes 700,000 
tubes annnaily under licence 
from RCA, Thomson’s US 
brand, but has a capacity of 
2m tubes a year. The new 
group, Thomson-Polkolor, will 
malca smalt and medium-sized 

tabes. 
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Indian economy frozen in time 

Gandhi’s wealth of good intentions had no impact on a system steeped in the past, Martin Wolf writes 

R attv p amtihi inhur - political conflict which developed after indepen- 

The deterioration in India's deuce as a by-product of a mis- 
India „ fiscal position is likely to prove taken economic strategy, has 

nitV ana tile Obligation — — . »Va vmu 4 lamnv «ni « vig hum* ' 


R AJIV GANDHI inher- 
ited both the opportu- 
nity and the obligation 
to unravel Important parts of 
the economic legacy of his 
grandfather, Jawarharlal 
Nehru, and his mother, Indira 
GandhL But good intentions 
were not enough. During five 
years In office he faded, resign- 
ing as prime minister in 
November 1989 and leaving 
behind him a country well on 
the way to economic chaos. 

Tndfo hug long had difficul- 
ties in manag in g its balance of 
payments. Indeed, it was a pay- 
ments crisis in the mid-1950s 
that confirmed the country on 
its course of Inward-looking, 
forced industrialisation that 
drew much of its inspiration 
from the then widely-admired 
Soviet model But India's pres- 
ent position is something new. 
It reflects a breakdown in 
macro-economic policy, which 
would have been unthinkable 
in the old days of Congress 
supremacy and civil service 
control. 

In 1990-91 India’s current 
account deficit in the balance 
of payments reached $10bn 
(£5.7bn). more than 50 per cent 
of its exports; even with the 
draconian curbs on imports 
now in force, it is likely to be 
$6bn this year. Between 1980 
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and 1989, India's external debt 
grew from S2G.6bn to $62-5bn 
- from 12 per cent of gross 
national product and 136 per 
cent of exports of goods and 
services in 1980 to 24 per cent 
of GNP and 258 per cent of 
exports of goods and services 
in 1989. 

India, a country desperately 
concerned to limit interference 
by the World Bank and the 
International Monetary Fund, 
seems now to be at their 
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mercy. 

This deterioration in India’s 
external position is blamed by 
many policy-makers and com- 
mentators on the import liber- 
alisation initiated by Rajiv 
Gandhi’s government The true 
reason is different. It is the 
scale of India's budget deficit, 
which rose from 5% per cent of 
gross domestic product in 1979 
to more than 9 per cent in 1986. 
Just as happened in many 
Latin American countries in 


88 88 


the 1970s, the deterioration in 
the public finances was the 
proximate cause of the huge 
increase in foreign borrowing. 

Also as in those countries, 
the prospective termination of 
large-scale foreign borrowing 
in the presence of a substantial 
budget deficit is likely to bring 
about a sharp increase in infla- 
tion. Given the sensitivity of 
Indian opinion to inflation, 
such an increase could prove 
an important farther source of 


p ol itical conflict. 

The deterioration in India's 
fiscal position is likely to prove 
the most important legacy of 
Rajiv Gandhfs period as prime 
minister. His attempts at eco- 
nomic liberalisation were not 
insignificant gT>f i led to a sub- 
stantial improvement in the 
country's rate of economy 
growth. 

But liberalisation is unsus- 
tainable in the presence of sub- 
stantial macroeconomic imbal- 
ances, which show themselves 
in higher inflation, larger cur- 
rent armimf deficits a nd soar- " 
ing international indebtedness. 

Furthermore, however dra- . 
matic it may have been by 
India's standards, the liberalis- 
ation of 1985-87 was decidedly 
limited by those of almost any 
other country. The structure of 
official control - over what 
can be i m p o rted, over who can 
import, over who can produce, 
over what can be produced, 
over where things can be pro- 
duced, over the amounts that 
can be produced, over who can 
be employed and over who can 
be made redundant - was left 
Intact The way in which regu- 
lations were interpreted may 
have changed. The basic struc- 
ture of control remained 
unaltered 

That system of controls, 


which developed after indepen- 
dence as a by-product of a mis- 
taken economic s t rategy , has 
become among the most funda- 
mental fact of Indian economic 
life. Corruption fa not intiden- . 

tal and cannot be efiminated, 
as Rajiv Gandhi discovered by 
a “Mr Clean” or. as his succes- 
sor Mr Vlshwanath Pratap 
Singh also found out, by a “Mr 
Caeaner”. 

It is an inevitable conse- 
quence of an economy in 
which nothing can be tone 
without permission, In which 
virtually all economic deci- 
sions are, in consequence, 
political ducistans. The ability 
to operate such a system is 
inevitably a ccmdttkmior suc- 
cessful e nt r ep ren eurshi p «tui a 
motivation for political engage- 
ment. Unfortunately; these 
adverse political consequences 
of the policy choices of the 
1950s and 1960s have had few 
countervailing economic 
benefits. 

Industrial growth, even 
though it rose to 5.4 per cent a 
year in the 1980s, has remained 
well below levels achieved in 
virtually all the east Asian 
economies. 

India's exports, crippled by 
the huge levels of protection 
afforded to Its importcompet^ 
ing industries, are now about 



INHERITANCE: a young Rajiv with his 
pioneered the policy of inward-looking 


30 per cent off thore South 
Korea. 

In short, the task of unravell- 
ing an important pert of the 
the economic legacy of Rajiv 
GandhTs predecessors remains, 
as does the pressing need to 
bring macro-economic stability 
fra efc to India Both demand 


tether Nehru, who 

imf astriaHsatiflg 
and coherent 


purposeful' and ' coherent 
government 

But that Is precisely what 
Rajiv Gandhi's tragic death, 
along with the consequences of 
India's economic policies far Its 
p ol iti c al system, have made it 
far more difficult for India to 
enjoy. 


Congress seeks sympathy 
vote for Sonia Gandhi 


By David Housego in New Delhi 


MRS Sonia Gandhi, 42, the 
Italian-born wife of Rajiv 
Gandhi who has taken over as 
president of the Congress 
party, was strongly opposed to 
her husband entering politics 
in the early 1980s. 

Reserved and closely 
involved in educating her two 
children, she seemed most 
happy in recent years when 
her husband was out of power. 
There was thus amazement in 
Delhi yesterday when it was 
announced that she was taking 
over the presidency of the Con- 
gress party. 

The thinking behind the 
move seems to be based on 
three main considerations. As 
president of the party she Is 
best placed to gather the sym- 


pathy vote that party leaders 
expect will swing in Congress’s 
favour during the two remain- 
ing days of polling in the gen- 
eral election. Voting will now 
take place in the 304 seats that 
remain of the 510 being con- 
tested on June 12 and 15. 

Rajiv Gandhi won a land- 
slide victory in the 1964 elec- 
tion after his mother’s assassi- 
nation and Congress hopes 
that Sonia Gandhi can help to 
reverse the party’s fortunes in 
this election where the party 
has been losing ground to the 
Hindu revivalist BJP party. 

The second consideration is 
one of her own family and its 
political role in India. Rajiv 
Gandhi, like his mother Indira, 
would almost certainly have 
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wanted the Nehru dynasty to 
remain a force. It was because 
of thi« reasoning that Mrs 
Gandhi pushed Rajiv into poli- 
tics when his younger brother 

- the real politician among 
tiie two sons - was killed in 
an air crash in 1981 Jn accept- 
ing the presidency. Sonia 
fiawrira js well placed to ensure 
that her son Rahul, 20, now at 
university in the US, can pick 
up the torch. 

The third reason reflects the 
cold-blooded calculation of 
Congress leaders. They believe 
that, as an Italian by birth. Mrs 
GwntHil can be kept on a leash 
and would have no ambitions 
for the premiership. 

The Congress party spokes- 
man, in announcing her nomi- 
nation, drew gasps of breath 
from reporters when he said 
that she had been elected 
unanimously by the party's 
leadership but had not been 
consulted. 

He added that the party's 
choice as president was not 
necessarily its choice as prime 
minister. Congress leaders bad 
similarly hoped to manipulate 
Mrs Indira Gandhi when she 
took over the Congress leader- 
ship In the mid-1960s. 

It was not dear how long 
Sonia Gandhi would remain 
party leader after the election. 
The working committee can 
replace her by calling a party 
election. 

If Mrs Gandhi showed no ini- 
tial interest In politics - no 
more than her husband who 
began his career as an airline 
pilot - five years as prime 
minister’s wife have deepened 
bar involvement. The most tan- 
gible sign of this is the energy 
with which she campaigned for 
Rajiv Gandhi in the Amethi 
constituency in Uttar Pradesh 

- of which he was the mem- 
ber. Fluent in Hindi, normally 
dressed in Indian clothes with 







HOMAGE 


Congress supporters yesterday carry Rajiv 




’s coffin in Delhi after its arrival by air force aircraft from Madras 


a dupatta draped across her 
head, Mrs Gandhi has mafe an 
enormous effort to adapt to life 
married to an Indian. She 
made herself familiar with the 
Amethi constituency and its 
people just as die also learned 
the complicated relationships 
of the large Nehru family. 

She has an image in public 
of being unsmiling and avoid- 
ing the press. She has given 
only one known interview - to 
a Hindi paper, in 1985, when 


she said “I wanted Rajiv.. .and 
Rajiv is my greatest security.” 
In the same interview, Sonia 
said she did not like to be in 
the limelight and appeared to 
suggest it was only for Rajiv 
Gandhi’s sake that she entered 
public life. “Why should I fear 
following him to India or to the 
ends erf the earth for that mat- 
ter,” she s ai d. 

In private she Is a quiet but 
warm personality who keeps a 
firm grip on her household - 


and on who gained access to 
Rajiv GandhL 

It remains a moot point how 
much influence she had or 
wanted over her husband’s 
political life. She was, nonethe- 
less, embroiled in the scandals 
that tarnished his reputation. 
Part of the allegations were 
that Italian companies M ille- 
gally benefited from govern- 
ment contracts. 

The daughter of an 
industrialist, die met her hus- 


band in England. Married in 
1968, they have a daughter as 
well as their son RahuL The 
sfon, good-looking woman was 
not the darting of the wiadia. 
They commented that she sel- 
dom smiled wr> d she dressed in 
blouses that were too large for 
her. 

It was some time before 
someone finally rose to her 
defence, saying she had few 
occasions to smile in public 
because of the constant threat 


to her husband's life from Sikh 
separatists. 

She wore large-size blouses 
to accommodate bullet-proof 
vests to protect her from the 
separatists, who blamed Rajiv 
Gandhi and his mother for a 
1984 army assault on their holi- 
est shrine, the Golden Temple, 
to flush out Sikh guerrillas. 

She appeared yesterday to be 
overwhelmed with grief hot to 
be bearing it with great cour- 
age. 


Research shows 
our customers are 
the most satisfied. 

(It’s because we’re not.) 

When it comes to PCs, users come to 
CompuAdd as leaders in customer 
satisfaction - as reported in Dun & 
Bradstreet's influential Dataquest Poll. 
Ahead of names like IBM, Compaq, 
Apple and Hewlett Packard. 

Is it because of our sell -direct policy? 
Our cast-iron support? Or our savings - 
up to 50% off PC dealer prices? 

Call uo and find out! 

No need to 
talk to anyone else 


“Ol Policy change could divert $50bn for human needs, UN report says 1 1 DelorS in talks with Kaifll 


^ Developing countries criticised for 
neglecting well-being of citizens 


By Robert Mauthner, Diplomatic Editor 
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GROWING BUSINESS 


The FT proposes to publish this survey on 
JULY 9 1991. 

The Financial Times unsurpassed reputation 
for producing topical authoritative editorial 
ensures that this survey will be an essential 
point of reference for those key decision 
makers involved in the growing business 
sector. If you want to reach this important 
audience, call Antony Carbonari on 071 873 
3412 or fax 071 873 3064 


FT SURVEYS 


DEVELOPING countries could 
do far more to finance their 
human development needs just 
by changing government 
spending patterns, according to 
a United Nations report pub- 
lished yesterday. 

“There are far too many 
examples of wasted resources 
and wasted opportunities: ris- 
ing military expenditures, inef- 
ficient public enterprises, 
numerous prestige projects, 
growing capital flight and 
extensive corruption,” the 
Human Development report for 
1991 claims. 

Published for the UN Devel- 
opment Programme (UNDP), 
the report says that as much as 
$50bn (£29bn) could be found in 

developing countries for urgent 
human concerns by recasting 
the priorities in countries' 
budgets. 

It emphasises that many 
developing countries spend 
more than 25 per cent of GNP 
through their government bud- 
gets. but that their expenditure 
to “human priority” fields like 
basic education, primary 
health care, rural water sup- 
ply, family planning, food sub- 
sidies and social security, is 
generally less than one- tenth 
of their total public spending. 

Much of the required money 
could come from freezing mili- 
tary spending, which absorbs 
as much as 5.5 per cent of the 


GNP of the developing world. 
In countries such as Angola. 
Chad, Pakistan, Peru, Syria, 
Uganda and Zaire, for example, 
arms spending is at least dou- 
ble the amount spent on health 
and education. 

The report, prepared by 
economists under the chair- 
manship of Mr Mahbub ul-Haq, 
former finance and planning 
minister of Pakistan, is equally 
critical of existing priorities in 

Military spending and 

human development 
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the allocation of foreign aid. 

“If only one-third of today's 
aid were committed to human 
priority areas, the aid alloca- 
tion to these areas would 
increase four-fold,” it claims. 
At present, only one-twelfth of 
total official development assis- 
tance (ODA) is earmarked for 
human priority goals. 

This demonstrates the enor- 
mous potential for releasing 
more resources for human 
development through a 
restructuring of aid budgets. 

If aid money is not ear- 
marked directly for human 
development It is not likely to 
find its way there on its own, 
the report emphasises. 

It frankly acknowledges that 
the existing distribution of 
resources usually suits those 
in power and that finance min- 
isters of ald-recelving countries 
are generally reluctant to 
undertake recurring social 
expenditures which offer little 
immediate f fagncigl re t urn. 

Donors should base their' 
allocations not just on i nco me, 
population and poverty, but 
also on progress in h uman 
development, as measured by 
the Human Development 
Index. This index, considered 
by the repent to be a more real- 
istic statistical measure of 
socio-economic progress than 
GNP per head, measures S 
basic indicators of human 


well-being - life expectancy, 
adult literacy and basic pur- 
chasing power for a “decent” 

living tttniirtaTil. 

“The world offers too many 
uncomfortable examples of a 
wide divergence between 
Income and human develop- 
ment levels,” the report says. 
Giving tailing examples, it 
points out that adult literacy 
in Saudi Arabia is lower than 
to Sri Lanka, despite the fact 
that Saudi per capita Income is 
15 times higher. 

Brazil enjoys twice the per 
capita income of Jamaica, yet 
its child mortality rate is four 
times higher. 

The US is richer than Can- 
ada. yet its life expectancy ami 
educational attainments are 
lower. 

Ranking 180 countries on the 
basis of their human develop* 
ment index, the repeat places 
Japan in first place, followed 
by Canada and Iceland. 

The UK comes 11th, immedi- 
ately after France, while Ger- 
many is only in l4th postion. 

However, according to a 
“human freedom index”, Japan 
is ranked no hi gher than 15th 
in the world classification, 
equal with the UK. 

Human Development Report 
199 L Published by Oxford Uni- 
versity Press for the United 
Nations Development Pro- 
gramme (UNDPX 


MR Jacques Defers, president 
of the European Commission, 
who yesterday started an offi- 
cial visit to Japan, has put 
trade at the top of his agenda, 
Stefan Wagstyl writes from 
Tokyo. 

In talks with Mr Tns hilri 
Kalfu, the Japanese prime min- 
ister, Mr Defers expressed con- 
cern about the EC’s widening 
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trade deficit with Japan. After 
falling steadily since 1988, the 
deficit has grown markedly in 
the last six months. 

Mr Defers told Mr Kaifu that 
political co-operation went 
hand-in-hand with a balance of 
costs and benefits in economic 
relations. Mr Kaifu answered 
by pointing to the rise in Japa- 
nese imports from the EC. 
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Announcing business class 
in a class by itsel 


CLUB 


Building on its tradition of hospitality and reliability, 
ANA establishes a new . standard in business class 
service: CLUB ANA. . .. 

From the moment you board, you’ll notice many 
details that tell you CLUB ANA has your comfort in 
mind. Like our ample seats with more legroom; 100% 
wool in-flight wear; individual TV screens* featuring 
video games; and Wider choice of stereo channels 
offering high-qualityCDsound. 

Even our china shows this is more than business 
as usual. You’ll enjoy dishes from throughout 
Japan, beautifully served on fine Koimari china. 


Business with Class. 


Or Western gourmet cuisine, presented on Royal 
Doulton. 

And, your every need will be met with the 
unobtrusive personal service that has made ANA a 
favourite of experienced travellers worldwide. 

Whether you’re a business 
traveller, or simply a demand- 
ing passenger with sophisticat- 
ed tastes, we think you’ll agree. 

CLUB ANA’s business class 
service is in a class by itself. 

*D40O and B747 only • , 





All Nippon Airways 
Japan’s best to the world. 


Service details may vary depending on route and aircraft used; not available on jointly operated flights. 

ANA, offers four nonstop flights a week to Tokyo and one via Moscow. 

fbr reservations or more information, contact your travel agent or All Nippon Airways. ANA House, 6-8 Old Bond Street, London WlX 3TA. Telephone: 071-495-7667. 
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INTERNATIONAL NEWS 


S Korea’s PM 
resigns after 
wave of protest 


By John Ridding in Seoul 

UR RO JAI BONG. South 
Korea’s prime minister, yester- 
day resigned in response to a 
wave of anti-government pro- 
tests which have seen the larg- 
est demonstrations in Korea 
since the introduction of 
democracy In 1987. 

President Roh Tae Woo indi- 
cated that he would accept the 
resignation, although formal 
acceptance and the naming of 
a successor has been delayed 
until today or tomorrow. A 
gove rnment official Mid yester- 
day a shortlist of three candi- 
dates had been drawn up. 

Mr Ro Jai Bong’s resignation 
is a setback for President Roh, 
who has been resisting mount- 
ing pressure to dismiss his 
primp minister. It is expected 
to prompt a broader cabinet 
reshuffle, involving four or five 
ministers. 

The replacement of Mr Ro, 
regarded as a hardliner, has 
been one of the principal 
demands of opposition and dis- 
sident groups. But despite his 
resignation, these groups said 
that they would continue to 
hold rallies and protests until 
further demands are met 

The National Democratic 
Party, the largest opposition 
party, said that “a full scale 


cabinet reshuffle should fol- 
low” and that It planned to go 
ahead with its mass rally this 
weekend. 

Chonminyon, one of Korea's 
largest dissident groups said, 
“If the Roh The Woo regime 
continues with its present 
police rule, we are going to 
continue with our tight for 
democracy". 

A spokesman for the group 
said reforms should include 
getting rid of plain-clothes riot 
police, abolition of the national 
security law and release of 
imprisoned dissidents. 

Despite these claims, how- 
ever, the wave of demonstra- 
tions, which have been fuelled 
tor the death of a university 
student at the hands of riot 
police at the end of April, and 
which have brought almost 
290,000 demonstrators onto the 
streets on several separate 
occasions since then, are 
believed to have peaked. 

Mr Ro's resignation also 
reflects divisions within the 
ruling party. Mr Kim Young 
Sam, executive chairman of 
the ruling Democratic Liberal 
Party, regarded Ro Jai Bong as 
a possible rival presidential 
candidate and had pressed 
President Roh to dismiss him. 


Iraqis to leave city to US 
troops and returning Kurds 


IRAQ WILL withdraw military 
and police forces from its 
northern town of Dohuk and 
allow coalition forces to enter, 
a US military spokeswoman in 
Turkey said yesterday. Our 
Middle East Staff reports. 

Captain Marcella Adams, a 
US official at Turkey's inrirlik 
air base, said Iraq had agreed 
to allow coalition troops to 
enter the city tomorrow, 
though she would not disclose 
the size of the entering force. 

Dohuk, a provincial capital 
Just south of the safety zone 
set up by the allies in northern 
Iraq for Kurdish refugees, is 
central to the operation to 
return Kurds to their homes. 
More than 200,000 of those who 
fled the Iraqi forces are 
believed to come from the city. 


Allied forces have stopped 
short of entering Dohuk while 
it has been occupied by Iraqi 
soldiers and police, and many 
refugees have refused to return 
while the Iraqi forces 
remained. 

Kurdish rebel leaders, mean- 
while, said yesterday that final 
terms outlining a form of 
autonomy for the region could 
be reached with Baghdad 
within two weeks. 

• Iran yesterday protested to 
the US over what it called an 
attack: by a US ship on an Ira- 
nian vessel. The Pentagon 
spoke separately of an incident 
in which the Bahrain-based La 
Salle, returned fire when it was 
shot at by two ships in interna- 
tional waters in the Gulf on 
Tuesday. 


Rhetoric of co-operation heralds oil talks 

Deborah Hargreaves reports on a flurry of meetings in the wake of the Gulf war 


N SW friendships are 
being bom in the wake 
of the Gulf crisis as oil 
industry executives embark on 
a round of meetings to talk 
about relations between oil 
producers and consumers. 

On Monday Iran is holding a 
major international conference 
in Isfahan, its second largest 
dty, where at least six minis- 
ters from the Organisation of 
Petroleum Exporting Countries 
(Opec) will debate industry 
topics with major oil compa- 
nies and representatives from 
consuming countries. 

Mr Carlos Andres Perez, 
Venezuela’s president, has 
announced a joint initiative 
with President Francois Mitter- 
rand of France to hold a sum- 
mit for 20 countries to discuss 
oil market co-operation in 
Paris on July 1 - 2 . 

Other initiatives include 
informal round table talks 
scheduled by Sheikh Zaki 
Yamani, the former Saudi oil 
minister. This is likely to be 
held on Saturday in Geneva to 


catch interest from some mem- 
bers of the Industry on their 
way to Isfahan. 

An Opec committee which 
prepared the agenda, for the 
ministers' meeting cm June 4 
acknowledged the interest in a 
wider debate about industry 
Issues as a way of promoting 
market stability. In addition, 
the International Energy 
Agency - the West’s oil 
watchdog - whose ministers 
meet in Paris on June 3, has 
slated producerconsuinar dia- 
logue on its agenda 

The aims of these many ini- 
tiatives remain nebulous, but 
underlying them Is the recogni- 
tion by Opec producers that 
they need western cash and 
technology to increase capacity 
over the next five years. 

Opec wants to raise its pro- 
duction capacity by about 9m 
barrels of oil a day (b/d> to 
some 33m to 34m b/d by 1995 - 
an ambition that could cost up 
to $120bn. There are increasing 
signs that the producers are 
willing to work much more 


closely with international oil 
companies and, by extension, 
oil-using governments, than 
they have m the past 
What’s more. Gulf producers, 
particularly Iran, are eager to 
cash in on the political kudos 
they won in the West by their 
ability to raise production and 
avert a serious oil shortage 
during the Gulf crisis. 

he increasing rhetoric 
on co-operation has also 
been heralded by the 
closer relationship which is 
developing between Iran and 
Saudi Arabia in the shifting 
wwHtinw of Opec politics. Iran 
has retreated from its forms 
stance as one of the organisa- 
tion’s staunchest price hawks 
and, along with Saudi Arabia, 
champions the organisation's 
target price of 321 a barrel. 

Oil users are all interested 
in security of supply, which 
has traditionally meant a 
source outside the volatile 
Middle East. But producers 
also want to be assured of 


of demand. 

One Idea under discussion is 
that consumers could sponsor 
spare production capacit y in 
an Opec country. That extra 
capacity would be theirs to call 
on in a crisis. 

The US has gone part of the 
way down this route in its 
talks with Saudi Arabia on 
jogging oil to be held on US soil 
in Us Strategic Petroleum 
Reserve. Some stocks fro m the 
SPR were released at the start 
of the Gulf war, a move that 
many in the market believed 
exacerbated the price collapse. 

-These talks will be a way of 
discussing the practical steps 
that can be taken on the 
ground in actual projects,* 
believes Mr Mehdl Vara, oil 
analyst at Kletowort Benson in 
London. Most observers rule ' 
out an international commod- 
ity pact as unworkable and 
undesirable. 

With Iraq and Kuwait likely 
to be out oc the export market 
at least until the end of the 
year and with ail demand set 


to rise later this year, Opec 
producers tin sot need to Hag- 
gle much over production qub-. 
ias right now. Demand appears 
to be rising at a rate that gives 
them all a chance to boost out- 
put without jeopardising their 
J2l-a-barrel target price. 

Mr Varei forecasts an 
increase of at least lm Wd in 
oil demand during the second 
half of the year without an 

r im in economic activity in 
US. Demand in the fourth 
quarter of last year was 
severely depressed by r high 
prices and uncertainty about, 
the outcome of the Gut crisis 
as well as an ex t raord inarily 
mild winter in the US and 
japan. 

This gives Opec the chance 
to present a united and prag- 
matic face to the West to an 
extended dialogue on coopera- 
tion. But by the end o£ the 
year, when Kuwait and Iraq 
start exporting; the heat could 
be os again and the cartel 
could return to Its fractious 
disputes of old. 


Britain baulks at giving ground to China 

Talks about Hong Kong 
airport fail in Peking 


By John Elliott in Hong Kong 

TALKS between Britain and China on 
Hong Kong's plans for a new HKgloObn 
(£7.5bn) international airport ended 
without agreement in Peking late last 
night after five days of intensive negoti- 
ations between senior officials. 

Britain is believed to have refused to 
give China a wide degree of control 
over leading issues in Hong Kong as 
part of a deal which would include 
Peking’s approval for the airport 

China, which regains sovereignty 
over Hong Kong in 1997, is understood 
to have rejected Britain’s proposal that 
agreement be reached on the airport 
separately from the wider issues. 

This demonstrates China's growing 
determination in recent months to use 
the airport impasse to gain wide influ- 
ence in Hong Kong before 1997. Without 
China’s approval, Hong Kong cannot 
raise international private sector 
finance for the project 

It appeared last night, however, that 
there might be more talks later. Both 
sides are to explain their views at sepa- 
rate press conferences in Peking this 
morning. Mr Andrew Bums, a senior 
diplomat from London who led the UK 
team, will then fly to Hong Kong for 
consultations before returning to Lon- 
don. 


China has shown its determination 
to try to control events In Hong 
Kong by indging a formal complaint 
with the UK about a 12-year radio 
broadcasting licence granted two 
weeks ago to Metro Broadcast Corpo- 
ration, a local consortium led by Mr 
Li Ka-shing’s Hutchison Whampoa, 
John Elliott writes. The complaint 
has worried the government and 
local businessmen because it demon- 
strates that China IwtenSt to mnini 
Its views felt on a broad range of 
business issues before 1997 when it 
regains sovereignty. Ibis will slow 
down business decisions could 
deter investment. 


Top Hong Kong officials and the colo- 
ny's executive council decided at emer- 
gency meetings late on Tuesday night 
and early yesterday that Britain should 
not offer further concessions. Earlier 
they had tried to meet China's concerns 
about drains on public expenditure by 
trimming the airport plans. 

Private sector interests in Hong Kong 
are informally discussing mounting a 
rescue pwrfmge if the British and Hong 
Kong governments deride there Is no 
point in farther talks. 



South African police arrested Mrs 
Winnie Mandela twice yesterday as she 
led women's demonstrations in support 
of black political prisoners on hanger 
strike, Reuter reports from Johannes- 
burg. “Yon are manhandling me for the 
second time,*’ she screamed at riot 
police who dragged her away from a 
road junction that site and her support- 


ers had Mocked in central Johannes- 
burg- Mrs Mandela, 56, wife of African 
National Congress deputy president, 
Mr Nelson Mandela, was first arrested 
at dawn for trying to Mock the same 
s tre et. She was freed from court after 
being charged with obstruction and 
resisting arrest, and was arrested for 
the second time barely two hours later. 


300 held 
In Tunisia 
ever 


ByOw DUddtoEMtStoti 

THE Ttmlaion government 
announced yesterday that it 
had foiled- a con? plot by 
Islamic funtiamentoiUti and 
arrested 300 people, inetafing 
300 military peraoaoeL . . 

Mr Abdallah KaQeL the tote- 
rtor minister, told a news con- 
ference in Tonis that those 
arrested belonged to the Ksbda 
(Renaissance) Islamic move- 


President Zlne El AbkUne 
Ten*- 

. . Jtfter he 

overthrew Habib Bourguiba in 
1987, but he refried to recog- 
nise Nahda as a political party 
and- the authorities have 
cracked "down on the move- 
ment In recent months. 

Two students were, reported 
killed two weeks ago during a 
wave of ftmdamentettrt unrea 
In Tunisian universities. 

Mr Kallel said the plotters, 
including officers with" the 
tank of major, planned to seize 
power In concert with street 
demonstrations organised by 
Nahda in the coming weeks. 

The organisers of the pro- 
posed coun had met in Hamma- 
mst on January 6 and intended 
to take over the defence and 
interior ministries, radio and 
television stations and the 
presidential palace, be said. 

"We have thwarted this 
Moody plot,” said Mr KalteL T 
can say that all the terrorist 
elements, except those who 
fled abroad, have been 
arrested." 

He implicated four Nahda 
leaders living in exile in 
Algeria and France, including 
Mr Rached Ghannbuchi. the 
organisation’s president, and 
claimed that French and 
Algerian officials were willing 
to help Tunisia resolve the 

affair . 

The events In Tunisia will 
certainly be examined with 
interest in neighbouring 
Algeria, where the fundamen- 
talist Islamic Salvation Front 
is accepted as x political party 
and is contesting a general 
election next month. 

On Tuesday, a Tunisian 
court sentenced seven mem- 
bers of Nahda to life imprison- 
ment tor their part In an attack 
on offices of the Democratic 
and Constitutional Assembly, 
the ruling party, in which a 
guard was set alight and killed. 


AMERICAN NEWS 


US insurance industry 
regulation under attack 

By Nikki Talt in Washington 


THE General Accounting 
Office, the investigative arm of 
Congress, yesterday sharply 
criticised the system of state 
regulation of the US insurance 
industry. 

The GAO told a congressio- 
nal subcommittee headed by 
Mr John Dingell, a Democrat 
from Michigan, that thp ade- 
quacy of solvency regulations 
varied substantially between 
states. 

Mr Richard Vogel, GAO 
assistant controller general, 
also said his office did not 
believe the National Associa- 
tion of Insurance Commission- 
ers (NAIC) - the umbrella 
organisation for state regula- 
tors - had the legal authority 
or the political clout to insti- 
gate a nationally acceptable 


standard. 

The GAO also complained 
about the speed at which trou- 
bled insurance companies are 
spotted and tackled; the lack of 
uniformity In reporting and 
accounting requirements; and 
the inability of state commis- 
sioners to oversee foreign hold- 
ing companies and non-US 
based reinsurers. 

The Dingell subcommittee 
has spent about three years 
looking at the state regulatory 
system and, to dale, has not 
been impressed. This has led to 
widespread speculation that 
some form of federal supervi- 
sion will soon be proposed. 

The question of the regula- 
tion of insurers was given 
added topicality by last 
month’s seizure of Executive 


life and Executive Life of New 
York, the two operating arms 
of Californian insurance group 
First Executive. This was the 
largest -ever insurance com- 
pany collapse in the US. 

Mr Vogel said “the NAIC 
should be commended for its 
efforts but it lacks the author- 
ity to compel states. The sys- 
tem is only as strong as its 
weakest link”. 

Yesterday afternoon, how- 
ever, the NAIC defended its 
record and broadly opposed 
any central intervention. It 
told the Dingell subcommittee 
that it believed there was some 
scope for a federal role in the 
regulation of non-US insurers 
and backed a federal criminal 
statute to cover crime in the 
insurance industry. 


Colombian 
drug baron 
‘to surrender’ 


Senate acts on funds 
for political units 

By Nancy Dunne in Washington 


MR Pablo Escobar, leader of 
the Medellin drug cartel, plans 
to turn himself in within two 
weeks, according to a priest 
who has been serving as an 
intermediary in traffickers’ 
negotiations with the Colom- 
bian government, AP reports 
from Bogota. 

Rev Rafael Garcia helped on 
Monday to secure freedom for 
two Journalists held by the 
cartel: Mr Francisco Santos, 
editor of Colombia’s biggest 
wiling newspaper, El Tlempo, 
and Ms Manila Pachon, direc- 
tor of the Colombian Film 
Institute. 

Mr Garda later met Presi- 
dent Cfcsar Gaviria to discuss 
the possibility of Mr Escobar’s 
surrender. 

The priest, who saw Mr 
Escobar last week, said the 
drag baron wanted the govern- 
ment to protect him in prison 
after he surrendered. Mr Esco- 
bar, blamed by authorities for 
ordering hundreds of murders, 
has many enemies. 

Last September Mr Gaviria 
offered to reduce jail sentences 
and cancel the extradition to 
the US of drug traffickers who 
surrendered and confessed at 
least one crime. Several traf- 
fickers, including the Ochoa 
brothers, Mr Escobar's col- , 
leagues, have turned them- ■ 
selves in. ! 


THE US Senate has approved 
legislation which prohibits for- 
eigners from giving money to 
or seeking influence over polit- 
ical action committees, which 
contribute to political cam- 
paigns. 

The move comes amid rising 
concern over foreign influence 
on the US political process. 

However, the 3.5m US 
employees of forelgn-owned 
companies will still be allowed 
to form the politically influen- 
tial committees, called PACs, 
which provide financing for 
national candidates. 

This was a rejection of the 
argument that such employees 
could be subjected to pressure 
from their parent companies In 
making decisions about contri- 
butions. 

The new provision, an 
amendment to campaign 
finance reform legislation, was 
passed on Tuesday night. It 
was introduced by Senator 
John Breaux, a Louisiana Dem- 
ocrat 

It had the support of foreign 
companies, whose representa- 
tives lobbied hard to prevent a 
more restrictive amendment 
backed by Senator Lloyd Bent- 
sen, which was defeated. 

Under existing regulations, 
PACs are prohibited from 


accepting foreign contribu- 
tions. Senator Bentsen com- 
plained that the rule was not 
monitored or enforced. He pro- 
duced a study saying that 120 
PACs of companies with signif- 
icant foreign ownership nad 
operated in the 1987-68 election 
campaign, contributing $ 2 . 8m 
(£l.Blm) to US candidates. 

“1 fear that a more insidious 
process is at work: direct or 
indirect contributions or mate- 
rial support from foreign states 
or entities.” he said. “We need 
to keep American elections 
American.” 

Senator Breaux, former 
chairman of the Democrat Sen- 
ate campaign committee, 
argued that many subsidiaries 
of foreign companies were run 
totally by Americans. 

Shell Oil, located in Louis- 
iana, employs thousands of US 
citizens, he said, who under 
the Bentsen amendment would 
not be allowed to contributed 
to PACs. 

His legislation provides for 
fines or imprisonment for vio- 
lations. It also directs the Fed- 
eral Election Commission to 
require that regular PACs cer- 
tify that “no foreign national 
has participated either directly 
or indirectly in the decision- 
making of the PAC”. 


US pact unlikely to dent Mexican distrust 

A beneficial free-trade deal will not ease traditional antipathy, writes Damian Fraser 


M R John Negroponte, 
US ambassador to. 
Mexico, has like 
many of his predecessors 
embarrassed the Mexican gov- 
ernment, enraged the Mexican 
left, and stirred up none too 
latent anti-American feelings. 

The latest incident concerns 
the most sensitive of all sub- 
jects - the relationship with 
its northern neighbour if, and 
when, a free-trade agreement 
(FT A) is signed between the 
two countries. 

“Mexico is in the process of 
dramatically chang in g the sub- 
stance and image of its foreign 
policy," the ambassador Is 
alleged to have written in a 
confidential memorandum 
obtained by the left-wing 
weekly newspaper Processo. “It 
has switched from an ideologi- 
cal, nationalistic and protec- 
tionist approach to a competi- 
tive view of world affairs.” 

In the ambassador’s view, a 
free-trade agreement would 
“institutionalise acceptance of 
a North American orientation 
to Mexico's foreign relations”. 

That last line particularly 
incensed the Mexican left. 
While Mexico's ruling party, 
the Institutional Revolutionary 
party, may have disappointed 
the left in its domestic policies, 
it won over many of than by 
pursuing a non-aligned foreign 
policy, doggedly upholding the 
principle of non-interference in 
other countries' affairs. 

Mexico has a long record of 


opposition to Washington's 
interventionist approach to 
dealing with Central America 
and the Caribbean. 

Despite enormous US pres- 
sure, Mexico has maintained 
strong links with Cuba. In the 
19708, backed by new-found oil 
wealth. Presidents Luis Echev- 
erria and Jose Lopes Portillo 
solicited new friends in the 
third world, many of whom 
were avowed enemies of the 
US. In the 1980s Mexico’s sup- 
port for the Sandinistas soured 
relations with the Reagan 
administration. 

Under President Carlos Sali- 
nas de Gortari foreign policy, 
in tandem with changes in 
Mexico's economy, has under- 
gone a decisive change. 

Differences with the US over 
Central America have largely 
disappeared so that Washing- 
ton is not impeding Mexico in 
hosting peace talks for both EL 
Salvador and Guatemala and 
their respective guerrilla move- 
ments. 

Mr Salinas appeared ready to 
send troops to the Golf, before 
being shouted down by 
Mexico's anti-war opposition. 
The president has also spent 
almost six months pleading 
with the US to pass a free -tr a de 
agreement, and he has at least 
another year more of pleading 
to do. 

This socalled “competitive” 
view of the world is not, how- 
ever, driven by a sadden Mexi- 
can admiration for America. 



Salinas; orchestrated 
foreign policy changes 


Mr Salinas, despite - or per- 
haps because of - being edu- 
cated in the US, Is no lover of 
the gringos. For the most part 
the policy change is deter- 
mined by economic necessity; 
about 70 per cent of Mexican 
exports now go to the US, 
against just over SO per cent in 
1982. Mr Salinas's liberal 
reforms of Mexico’s economy 
will only work if they attract 
US investment, capital and 
markets. 

Mr Salinas has calculated - 
probably correctly - that 
there will be no big break- 
through unless Mexico moves 
towards the US both politically 
and economically. Luckily, 
President George Bush has 
made thin as easy as possible; 


the two presidents are said to 
be friends, and during the Golf 
crisis President Bush called Mr 
Salinas frequently. 

But where Mr Negroponte 
appears to be wrong Is in 
believing the FTA will institu- 
tionalise changes in foreign 
policy. Mexican antipathy to 
the US, while perhaps receding 
as the two economies inte- 
grate, has a long history and 
will not be changed by one 
trade agreement. 

More to the point, if an FTA 
Is signed Mexico may well be 
more, rather than less free, to 
pursue its independent goals. 
One reason behind Mr Sali- 
nas's move towards the US 
politically is to secure eco- 
nomic favours. With an FTA, 
political horse-tradtog would 
become less necessary as 
Mexico, and US investors in 
the country, would have guar- 
anteed access to the North 
American market. 

Similarly an FTA will 
improve Mexico's relations 
with other countries keen to 
secure access to the North 
America market Chile, Vene- 
zuela, the Central American 
republics and Colombia are all 
negotiating free-trade agree- 
ments with Mexico, in the hope 
an agreement will give them 
an edge in exporting to the US. 
While fears remain that Mexico 
is turning its back on them, Mr 
Salinas’s free-trade overtures 
to just about every country in 
the continent seem to have 


allayed most concerns. 

The prospect of an FTA has 
also strengthened relations 
with Japan, the Pacific Rim, 
and Europe, none of whom 
have shown a great interest in 
Mexico in the past 40 years. 

Japan recently bank-rolled a 
?2.5bn (£l.44bn) project to 
reduce pollution in Mexico 
City; cynics interpreted it as a 
bribe to ensure an FTA does 
not discriminate against Japa- 
nese goods. Last week Mexico 
was finally admitted to the 
Pacific Basin group and, not 
least, the administration has 
signed a series of trade agree- 
ments with the EC. It has even 
become a shareholder in the 
European Bank of Reconstruc- 
tion and Development 

These foreign policy initia- 
tives are with first-world coun- 
tries, marking the biggest 
break with Mexico's past 

Mr Salinas, unlike many pre- 
decessors, wants value for 
money from Mexico’s foreign 
policy - even if it means 
ignoring the world's non- 
aligned countries, with whom 
Mexico has traditionally beat 
linked. 

But while th is change is sub- 
stantial, traditional Mexican 
distrust and diadaiti for the US 
will remain. As Mr Jose Juan 
Olloqui, a former Mexican 
ambassador to the US, says: 
“Don’t forget, when they were 
shooting turkeys in Massachu- 
setts, we already had our first 
university.” 


Outcry over Argentine 
plan to stagger bonuses 


PLANS by Mr Domingo 
Ca valid, Argentina's economy 
minister, to stagger payment of 
a bonus traditionally paid to 
all employees in June and 
December has aroused wide- 
spread anger and boosted oppo- 
sition to his economic stabilisa- 
tion programme, writes John 
Barham in Buenos Aires. 

Even normally docile pro- 
government trade anions 
object to the measure, as do 
members of the employers' 
association. People are angry 
that their bonuses, first 
granted under the rule of Gen- 
eral Juan Peron, have sud- 
denly been postponed while 
inflation continues to erode 
incomes. Yesterday 1,500 out- 
raged pensioners tried to storm 
the supreme court buildings to 
demand increased pensions. 


Mr Cavallo said that phasing 
payments throughout the year 
.would ease potential inflation- 
ary pressures caused by the 
sudden injection of demand 
into an overheated economy. 
Inflation is already expected to 
start rising again In May. 

However, economists say the 
real reason for Mr Cavallo’s 
decision is that he cannot pay 
both the consolidated public 
sector bonus, estimated at 
8600m (£346.8m), and honour 
June's $440m foreign debt ser- 
vice HU. 

The government bad expec- 
ted 8240m in loans from the 
International Monetary Fund. 
The money may only become 
available in August 

Congress must approve Mr 
Cavallo’s proposal, passage 
is likely to be for from easy. 


Salinas dismisses 
attorney-general 
after prison riot 

MEXICO'S attorney-general 
has been fired after months of 
controversy over human rights 
violations and corruption In 
the federal police force, AP 
reports from Mexico City. 

President Carlos Salinas de 
Gortari gave no reason for dis- 
missing Mr Enrique Alvarez 
del Castillo yesterday, a day 
after the president publicly 
praised the attorney-general 
for his M loyatty l honesty, firm- 
ness and decisiveness”. 

Mr Alvarez del Castillo, who 
was appointed in 1988, was 
fired only days after fighting 
between rival drug gangs 
erupted in a prison in Matamo- 
ros, leaving 18 itimatea dead. 

The incident was an embar- 
rassment to an administration 
that has put a high priority on 
the war against drags. 


Brazilian general strike 
falls short of objective 


THREE of Brazil’s biggest 
labour nrHcms began a 48-hour 
general strike yesterday 
against the government’s eco- 
nomic policy, but foiled to par- 
alyse the nation. Renter 
reports from Sao Paulo. 

Sao Paulo, the principal 
industrial city, was choked 
with traffic as commuters 
scrambled to find other trans- 
port after most bus and- sub- 
way workers walked out at 
midnight. 

In Rio de Janeiro, Brazil's 
second largest city, and Santos, 
home to Latin America’s larg- 
est port facility, services 
appeared to be functioning nor- 
mally. 

Officials at international air- 
ports in Rio and Sao Paulo said 
they were operating normally 
and flights were on time. ' 


joined the strike. In dowi 
Sao Paulo about 40 to 5 
cent of small shops were 
by midday. 

Union leaders aim to 
sure President Fernando ( 
de Mello to change the 
nomic policies that 
slowed runaway infiatioi 
plunged Brazil into its 
recession in years. 

- Earlier this month Mr ( 
replaced his economic 
after the resignation q 
Z elia Cardoso de Mello 
controversial economy e 
ter." 

Mr CoDor said, howevt 
would not make any ra 
changes in tough poi 
that have frozen 
{rices. 
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Open the doors and it's immediately clear that a 
Sportline-equipped Mercedes-Benz means business. 

The deeply contoured seats will anchor you 
securely and comfortably as the handling 
package responds .to your demands - whatever 
your driving style. 

The suspension engineering, however, and 
the sharper steering and . wider 
wheels are the heart of Sportline. 

until you open it up 

and 200E-300E mid-range models {including JL ■ JL A 

estates and. coupes) with exceptionally taut on- 


The Mercedes-Benz 
Sportline package 


You won’t know what's in it 


suonunz 


road performance. 


Spring rates and shock absorber stiffness have 
been increased by 20%; the wider 7 J alloy wheels 
ar^ fitted with high - performance, low - profile . 
tyres; the entire car sits noticeably lower on 
its suspension which, in turn, lowers the centre 
of gravity — another aid to tenacious handling. 
And so; with each Sportline addition (including 
a smaller steering wheel) , your Mercedes - Benz 
becomes an ever more responsive car, .tailored 
precisely to the mood : of the enthusiast driver. 

An; even safer car as welL If you relish the 
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ENGINEERED LIKE NO OTHER CAR 
IN THE WORLD 


time you spend at the wheel, you’ll be grateful for 
the stronger bite of bigger tyres and the added 
feel they give the higher -geared steering. 
'You’ll also find the manual gear ratios well- 
attuned to the twists and turns of British roads. 
If, however, you like the car itself to do 
some of the work, the Mercedes-Benz four-speed 
automatic is one of the silkiest 
self-changing gearboxes available 
(a five-speed auto is available on the 24-valve 
mid-range models). 

Talk to your Mercedes dealer - he has full 
Sportline details. And, of course, he offers a 
standard of back-up service, including Touring 
Guarantee emergency assistance, that is as respon- 
sive as a Sportline car itself. 

Go ahead and open up the Sportline package, 
a performance refine- 
ment that conies 
with yet an- 
other priceless 
bonus - it's an original factory - fitted Mercedes- 
Benz option made to Mercedes-Benz quality 
standards, exclusively for Mercedes-Benz cars. 
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BR to apply for 
international 
telecom licence 


By Hugo Dixon 

BRITISH RAIL, the state-run 
network, is planning to apply 
for an international telecom- 
munications licence in a move 
which will test the openness of 
the government’s new telecom- 
munications policy. 

In its telecommunications 
policy document earlier this 
year, the government said that 
the exclusive rights held by 
BT, formerly British Telecom, 
and Mercury Communications 
to supply international tele- 
communications services 
would be abolished. 

It qualified this, however, by 
saying that it was unlikely to 
grant new international 
licences in the short term and 
that it was premature to invite 
applications. 

British Rail, nevertheless, 
has decided to apply for an 
international as well as a 
domestic long-distance licence. 

Mr Peter Borer, chief execu- 
tive of British Rail Telecom, 
said the company would like to 
provide a comprehensive ser- 
vice to its future customers. 

British Rail's determination 
could cause difficulty for the 
Department of Trade and 
Industry. Ministers are 
unlikely to want to reject such 
an application as it could 
undermine their rfa™ to have 
created the most open telecom- 
munications market in the 
world. 

The DTL however, believes 
that the complex international 
accounting rates system, 
which determines how revenue 
from international Is 
divided between operators, 
makes it difficult for new com- 
petitors to be introduced into 
the market 

Mr John Redwood, telecom- 
munications minister, stressed 


this point at a dinner earlier 
this week. 

International services are 
one of the fastest and most 
profitable parte of the total 
telecommunications market. 
BTs profit margins on interna- 
tional calls are about GO per 
cent and the market is growing 
at more than 10 per cent a 
year. 

British Rail already has an 
extensive network of fibre 
optic cables laid alongside its 
tracks. It plans to develop this 
into a commercial business by 
forming a joint venture with as 
yet unnamed industrial part- 
ners with telecommunications 
expertise. 

One way of providing Inter- 
national services would be for 
British Rail to link up with 
other European railway compa- 
nies. The European railways 
have an embryonic project to 
construct a pan-European tele- 
communications network 
along their tracks. 

However. Mr Borer made 
dear that British Rail's ambi- 
tions in international telecom- 
munications went beyond the 
pan-European railway project 
He said he wanted to be able to 
provide services to destina- 
tions outside Europe and that 
the European railway project 
was at its early stages anyway. 
• BT*s latest official job loss 
figures, expected with tomor- 
row’s annual results, are likely 
to play a crucial role in debates 
at the National Communica- 
tions Union’s annual confer- 
ence which is due to start next 
week. 

The 150,000-strang union is 
the biggest In BT. The confer- 
ence will discuss the prospects 
of redundancy, job losses and 
the nae of contractors. 


Hurd tries 
to unite 
Tory MPs 
on Europe 

MR Dou glas Hurd, the foreign 
secretary, deployed all his dip- 
lomatic skills in the House of 
Commons yesterday to minim- 
ise the differences among Com 
servative MPs over moves 
towards political and mone- 
tary union In the European 
Community, writes Ivor Owen. 

He was unruffled by an 
attempt by Mr Gerald Kauf- 
man, the opposition Labour 
party's foreign affairs spokes- 
man secretary, to Identify a 
three-way split in the Conser- 
vative ranks. 

Mr Kaufman contended that 
Mr Hurd was ready to sign up 
for economic and monetary 
union, while other ministers 
favoured the two-speed option 
j suggested by Sir Leon Britten, 
the former cabinet minister 
and vice-president of the Euro- 
pean Commission. 

The third faction, Mr Kauf- 
man suggested, included Mr' 
John Major, the prime minis- 
ter, who had “stirred up” 104 
Conservative backbenchers on 
Tuesday to support a parlia- 
mentary motion opposing far- 
ther erosion of the powers of 
the House of Commons. 

Rejecting Mr Kanfman's 
assertions, Mr Hurd stressed 
that the motion referred to a 
compromise propos a l by Lux- 
embourg. 

Like the prime minister, Mr 
Hurd stressed there were some 
matters in the draft treaty 
which would need “substantial 
change” If they were to secure 
the support of the British gov- 
ernment. 

Mr Nick Budgen, a Conser- 
vative MP who has criticised 
government policy on the 
European Community, warned 
of a “grave danger" that the 
House and the coun try would 
be left without leadership an 
economic *wd monetary 


Economy contracts for third successive 


By Peter Norman, Economics Correspondent 


THE British economy 
contracted for the third succes- 
sive quarter in the first three 
months of this year. However, 
government figures showing a 
slowdown in the rate of decline 
suggested that a turning paint 
may be near. 

Preliminary estimates from 
the Central Statistical Office 
pointed to an inflatkUM M§ n S te d 
0.6 per cent drop in output- 
based gross domestic product 
in the first quarter, against 
that of the 1990 fourth quarter. 
This came after falls of OR per 
cent and L4 per cent respec- 
tively in the fourth and third 
quarters of last year. 

GDP is the broadest measure 
of economic activity in Britain, 


covering output In the service 
and production industries as 
well as construction and agri- 
culture. 

Yesterday's figures, showing 
a first-quarter GDP decline of 
2J> per cent compared with the 
same period of 1990, strongly 
suggest that Bfrrtefh is exper- 
iencing its second worst reces- 
sion since the Second World 
War, although the current 
downturn is not as bad as that 
of the early 1960a. 

However, other government 
figures reinforced the Impres- 
sion that the economy was 
declining at a slower rate in 
the first quarter. The provi- 
sional estimate of manufactur- 
ers’, wholesalers* and retailers’ 


stocks, which the CSQ mea- 
sures in 1985 prices, showed a 
seasonally adjusted fall of 
£849m in the first quarter after 
de-stocking of £l.48bn in the 
fiTinj quarter of last year. 

CSO figures disclosed a 
Sffifin ftretquarter increaseln- 
work in progress hr the manor 
factoring sector after a £845m 
decline in the fourth 1990 quar- 
ter. ' ■ 

While reporting an overall 9 
per cent drop in new constns- 
tion orders in the first quarter, : 
the Department of the BOTiron- 
ment said new orders in 'the 
private housing sector were 7 
per cent higher than in the 
fourth quarter of last year. 
New hemring orders generally ^ 


lead recovery in other parte of 
the construction industry. 

Treasury aHWah said they 
were 'encouraged by yester- 
day’s Agrees winch suggested 
that the pace of recession was 

Horc| g rating 

: V Mr- BUI Martin, chief econo- 
■ mist of investment house UBS 
. Phillips & Drew, and the data 
were consistent with the fore- 
cast of Mr Norman Lament, 
the chancellor of the exche- 
quer, for recovery arreznd the 
-middle of the year. *Tf any- 
thing, the figures suggest , that 
the budget forecast of a 2 per 
cent contraction in GDP this 
year could be too pessimistic," 
be said. 

Others warned against 


euphoria, however. A ddreati iy 
a conference to Lond on , Mr 
Gavyo Davies; chief BKoeooo- 
ndst of GoUbnut Sttfw. -stid 
the economy was frobabfy 
“trotqhbiK” after a vrey aevwu 
recession and that the recovery 
wffl not t* strong; j- . a v 
The GOP figures showed « 
0.7 per c ent dro p la service 
industry output ■ is the.first 
quarter and ■> tl per- c$nt 
d w jfa * In hwffidhrtmag pro- 
duction against a 2B par cent 
rise in energy production and 

W f^ S af8daIs said the Gulf 
war had a noticeable effect on 
service industries*. mtnft. Air 
transport was hit while there 
waa also less use of rafiwaya. 


Banking adjusts to the rigours of recession 

David Lascelles examines the prospects for an industry squeezed by mounting losses 


T he UK banking industry 
may be bruised by the 
recession, but it is also 
going through a healthy 
adjustment. In the view of the 
Bank of England. 

In its annual supervisory 
report yesterday, the Bank 
paints a picture of an industry 
squeezed by mounting loan 
losses and costs, as well as by 
severe competition. “3990 was a 
difficult year for banks,* it 
states, noting that two clearing 
banks (Midland and Standard 
Chartered) made a rare move 
to cut their dividends. 

Nor were their problems 

nwiqiu*. “Many jntorna+ifwmny 

active banks have been reex- 
amining their strategy and 
scale of n f p M ti mw, including 
their activities in London," 
says the Bank report 
The Bank, however, pin- 
points developments which it 
suggests could produce a more 
robust banking sector in the 
years ahead. 

Despite their bad debts, UK 
hawiat are strong by intama- 
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Ebn 

Percentages in ftallcs 
Trading profits before bed debts 
Pre-tax profits 
Post-tax profits " 

Pre-fax return on equity 
Post-tax return on equity 
Return on total assets 


tional standards, and they 
should not be constrained by 
rwpitei adequacy requirements. 
Banks are also developing new 
sources of Income than non- 
lending activities such as 
money transmission. These 

yiynirmted for 39 per of Hie 

total last year, up from 37.7 per 
cent the year before. 

The Bank notee tbs* a com- 
bination of tiie recession 
the retreat of many foreign 

hart Ire turn fa Iron amra> of th e 

pressure off competition. 

This has enabled hanks to 
raise their lending 
Last year saw the first increase 
in international margins in 
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over a decade, and the Bank 
expects, to see both domestic 
and International margins ' 
widen this year. 

Officials say this marks what 
could be * fandamenfad rfiaiiy 
in the economics . of hawWnp 
With higher profitability, 
banks* access to the capital 
markets will also be improved 
and their balance sheets 
streng th ened. 

Looking ahead,, the Bank 
expects the 1990s to. be less 
“faddish” than the 1980s, 
which was a decade when 
innovation and international 
«p»«inn over s tre tc hed many 
banks. The Bank is encouraged 


by Ihe way bankers are talking 
of returning to their “core* 
markets, and curbing pointless 
international activities. It Sees 
no evidence of “starry-eyed” 
plans to build pan-European 
banks in the EC rfngte marira* 

London’s role as a financial 
centre could suffer because of 
this as foreign banks pull back; 
There are already signs of a 
decline in London’s interna- 
tional hanMng population. But 
the Bank said tt would prefer 
to see smaller numbers if there 
were more durable. 

Yesterday’s report suggests 
the Bank has been busy in its 
supervisory role. Three banks 


went into a dministr ation, the 
first b ank failures for.maoy 
years, and seven more had 
their, licences revoked or 
restricted, the highest number 
since 198& 

The Deposit Protection :• 
Board, which pays out deposi- 
tors of Eafled banks, also had to 

borrow £5Qm from the Bank to 
cope with the failures. The 
Board will have to pay oat 
£32m. of which about £24m will 
go to depositors of British & 
Commonwealth Merchant 
Bank. ' 

• Money supply mid lending 
by banks and building societies 
increased fester than ex p ected 
last month, but not soffbaantiy 
to indicate a revival In eco- 
nomic .activity-. 

Bank of England figures 
showed a seasonally adjusted 
05 pear cent increase in M0 5n 
April, against expectations 
that this narrow measure nf 
money supply, which constats 
mainly of notes and coins in 
draattaa, would rise by (U 
percent. 


Competition rises 1,000% for London jobs 


Swissair Customer Portrait 97: Pervez Hayat Noon, managing director, Karachi, photographed in Geneva by Francois Deconinck. 








COMPETITION for job 
vacancies in London has 
increased by more than 1,000 
per cent since 1980. according 
to the opposition Labour party, 
which today launches its latest 
attack on the government’s 
handling of the economy, 
writes Alison Smith. 

Labour says the rise in 
unemployment and ftp reduc- 
tion in vacancies at Jobcentres 
in London means that while in 
January 1980 there were fewer 
than three people unemployed 
per Jobcentre vacancy, in 
March 1991 there were more 
than 26- 

Mr Henry McT<gfoh , an oppo- 
sition employment spokesman. 


has also produced a survey 
showing how the “economic 
collapse" has affected the capi- 
tal's 84 parliamentary constitu- 
encies. 

The survey, which, forms 
part of a concerted campaign 
launched week . to 

strengthen Labour’s standing 
in London, targets around 20 
marginal Tory seats in the cap- 
ital which will be prime 
Labour targets in a general 
election. The opposition’s eco- 
nomic assessment shows these 
seats are among the areas par- 
ticularly affected by the cur- 
rent recession. 

“It is obvious that over the 
last decade the London econ- 


omy has b een dArWwfwg and a 
number of key indicators make 
it dear that the damag a being 
done A completely out of line 
'wilh-what has been happening 
in other regions of the United 
Kingdom," Mr McLeish said. 

Apart' from London, other 
regions which have seen steep 
Increases between the numbers 
of unemployed for each Job- 
centre vacancy in January 1980 
and in March 1991 are the 
south-east (350 per cent), East 
Anglia (289 per cent) and the 
East Midlands (241 per cent). 

Northern Ireland is the only 
region is which the comparison 
between the two dates shows 
an improvement from 1980. 
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International businesses and individual investors 
worldwide have found the advantages offered by Malta 
to be highly attractive. 

M .4 perfect location tl Measurably lower operating Costs 
• fiscal and other benefits U 4 vai lability of Qualified profe^inr 
M Highly educated, English speaking workforce M Security ‘ 

am / more. . . 


In you n ill be in the he4 ol etriifuny... in j porfect r{ invite |[ 


For more information please contact ■; 

Malta International Business Authority 

Palazzo Spinola, P.O. Box St. Julians 29, Malta. 

Tel: (+356) 344230 Fax: (+356) 344334 Telex: 1692 MIBA MW 
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Bulk of 
Irish talks 
to be held 
in Belfast 

By Ralph Atkins and Our 
Ballast Correspondent 

MR TETER Brooke, Northern 
Ireland secretary, made some 
progress yesterday by reaching 
agreement that toe frolkof dis- 
cussions Involving the Irish 
government would be held at 
Stormont parliament buildings 
outside Belfast, Northern 
I reland. 

The modest advance raised 
hopes thgt “roundtable” talks 
could take place soon, but last 
night it was unclear ifsuffi- 
tient progress- bad been made 
for the first session between 
the province’s political leaders 
to take plfliy next week. 

Mr Brooke has invited the 
province’s main constitutional 
parties to attend meetings at 
Stormont on Tuesday. 

His plan is for formal talks 
to start with the province's 
local parties discussing the 
internal government of the 
■province. The second strand, 
when Dublin would enter, 
would cover relations between 
the north and south of Ireland. 

So far, the identity of the 
Independent chairman for the 
second strand, the terms of ref- 
erence and standing orders 
have not been resolved. Work 
is expected to continue infor- 
mally over tile weekend. . 

Last night, Bfr Brooke 
expressed satisfaction at the 
progress made but said he did 
not want to give “a more rosy 
hue than it deserves”. 

The nationalist Social Demo- 
cratic and Labour Parly had 
withdrawn from the talks pro- 
cess until Mr Brooke readied 
agreement with the Unionists, 
although they were in tele- 
phone contact yesterday- It is 
not yet clear whether they will 
he present on Tuesday. 

All sides had previously 
agreed on strand two starting 
with a formal opening in Lon- 
don, then proceeding to North- 
ern Ireland, before a final 
meeting hi Dublin.. - . 

Until yesterday, however, 
the precise location in North- 
ern Ireland had not been set- 
tled. It has been suggested that 
the Rev Ian Paisley, leader of 
the Democratic Unionist Party, 
was worried about using the 
parliam ent buildings because 
of protests ther e against the 
1965 visit of Mr Sean Lemass, 
the then Irish p rime minister. 


CBI steps up pressure 
for cut in interest rates 


By Charles Leadbeater, Industrial Editor 

THE Confederation of British 
Industry, the employees* 
organisation, intensified its 
campaign for an immediate cut 
in interest rates yesterday. It 
accused the government of 
relying upon misleading offi- 
cial measures of inflationary 
pressures. 

Mr John Banham, the CBTs 
director general, said the gov- 
ernment’s reluctance to cut 
interest rates was based on 
officials measures of factory 
gate prices and wage settle- 
ments which overstated the 
extent of inflationary pressure 
in the economy. 

The attack is the furthest the 
CBI baa gone in the 

government's response to the 
recession. Mr Banham stressed 
that the CBI the gov- 

ernment’s view that the defeat 

nf inflation ghnnlri be the mam 

priority for economic policy. 

However, the CBI is completely 
at odds with the g o vernment 
about whether economic condi- 
tions warrant a further interest 

rate cut 

The stepping up of the CBTs 
campaign for an interest rate 
cut came just a day after Mr 
John Major, the prime minis- 
ter, had taken the op port u nity 
of the confederation's annual 
dinner to warn Industrialists 
not to listen to siren voices 
wintng for pol icy to be relaxed. 

Mr Major’s message was 
reinforced last night by. Mr 
Norman Lamont, the chancel - 



John Banham: critical 

lor of the exchequer, who 
forcefully reiterated the gov- 
ernment’s determination to 
bring down inflate before it 
relaxed monetary policy. 

Mr Lamont told a City of 
London audience that the gov- 
ernment would stick to its 
guns until inflation was 
and not declare victory when 
the battle was only half fought 

However, the CBTs govern- 
ing council, in a statement 
issued after its monthly meet- 
ing, warned that the economy 
was not reviving but had weak- 
ened with the waning of eupho- 


ria about the end of the Gulf 
war and the transitory surge in 
retail ««1 ps at Easter. 

Mr Banham said the govern- 
ment’s resistance to an interest 
rate cut was based on inaccu- 
rate official measures of Infla- 
tionary pressures. 

He gaiti the strongest infla- 
tionary pressure in the econ- 
omy was coming from the pub- 
lic sector and prices that were 
within the government’s con- 
trol rather from the private 
sector. 

The CBI estimates that high 
Interest rates have brought 
down private sector inflation 
to as per cent. It argues that 
inflation in areas such as fuel, 
transport, and household ser- 
vices such as telecommunica- 
tions - where the government 
Influence prices - is running 
at about 9.9 per cent 

The government’s concern 
about wage inflation faded to 
reflect the rapid growth in the 
number of companies that 
have deferred pay settlements 
and in effect introduced pay 
pauses. CBI evidence shows 
the number of companies 
where pay pauses are in opera- 
tion has risen from one m 10 
last year to one in four this 
year. 

Mr Banham criticised the 
official statistics on factory 
gate prices for failing to reflect 
widespread price discounting 
and price cuts In some sectors 
such as construction. 


MPs condemn response on BAe 


By Ralph Atkins 

THE gov e r n ment has incensed 
Conservative and opposition 
MPs by giving only an eight- 
paragraph response to a damn- 
ing investigation by a Com- 
mons’ committee iwtn the con- 
troversial sale of the Rover car 
group to British Aerospace 
(BAe). 

The brief response to the 2M- 
year inquiry was condemned 
as “quite inadequate 1 * by flw 
cross-party select committee 
on trade industry. 

Mr Gordon Brown, Labour’s 
trade and industry spokesman, 
said the reply was “evasive 
and ultimately, contemptible". 

The select committee report, 
published in February, said 
Parliament had been been 


misled" over aspects 
of the sale of Rover in 1968. It 
fuelled the row over the 
which had been triggered over 
the disclosure of addition 
“sweeteners” that the govern- 
ment bai^ paid BAe. 

The department of trade and 
industry (DTD yesterday con- 
centrated an only two, rela- 
tively minor, points raised by 
the committee; the referencing 
system on letters system used 
by the DTI and the effective- 
ness of European Commission 
administration processes. 

Members of the select com- 
mittee are annoyed at the gov- 
ernment’s failure to address its 
rritirwmi of the DTTs valuation 
of Rover’s assets, the defer- 


ment of payment for sale 
<mri that t>i«> DTI 

had not told the European 
Commission “the full story”. 

They also believe the govern- 
ment has twisted its words by 
saying the committee 
“acknowledged that strict legal 
requirements were fulfilled”. 
The committee's report said 
“strict legal requirements may 
have h*»*m fulfilled". 

Tire DTI appears to have 
taken the view that there was 
little point in a pomt-by-point 
rebuttal of the committee’s 
report. A spokesman said 
aspects not covered in its 
response had been "compre- 
hensively and extensively” 
addressed during its inquiry. 


BRITAIN IN 
BRIEF 



UK sonar 

contract 

cancelled 

The Ministry of Defence has 
cancelled a submarine sonar 
contract, thought to be worth 
£30m, with Ferranti-Thomson, 
the Joint venture between 
Ferranti International and 
Thomson-CSF of France. 

The Type 2075 sonar was 
being developed for a new 
batch of Upholder-class 
diesel-electric submarines but, 
under the government's plans 
f or cutbacks in defence 
spending, no more of these 
submarines are to be built. 

The first of the sonars was 
to have been delivered in 
October. Although the 
company will not now obtain 
the fun value of the contract, 
it is understood to be satisfied 
by % cancellatio n terms 
negotiated with the MoD. 

Nurses support 
EC proposal 

The Royal College of Nursing 
gave broad support to a 
controversial European 
Co mmission proposal that 
workers should nave an 
li-hour break between shifts. 

Such a break is one of the 
proposals in the EC's social 
action programme, many 
aspects of which have been 
opposed by the UK 
government. The RGN said 
this could have a big effect 
an nurses’ working patterns. 

Nurses generally work a 
three-shift pattern each day, 
but there are no regulations 
covering witnimnin breaks 
between shifts. 

Remarks on 
Israel defended 

Mr Douglas Hurd, the foreign 
secretary, strongly defended 
a prominent foreign office 



Executives involved in the building of the Channel tunnel yesterday celebrated the latest break- 
through as workers tunnelling from Britain and France met in the first of the two rail-tunnels to 
near completion. Lemley, chairman of Trans Manche Link, the contractors, is pictured 
(centre) with r oIi*wg«i*« in««t Van der Lee (left) and Pierre Matheron in the tunnel. 


official who was alleged to 
have imperilled Augjo-Israell 
relations by winking known 
Us personal views. 

According to newspaper 
reports, Mr David Gore-Booth, 

an assistant undersecretary 

of state, accused Israel of 
being no better than other 
Middle East states on 
militarism, democracy and 
human rights. 

Mr Hurd said Mr 
Gore-Booth, who was 
attending a meeting of the 
council for the advancement 
of Arab-Britlsh understanding, 
had made it clear that some 
of Us answers were an 
expression of personal views 
aim not government policy. 

Oil licences to 
be distributed 

The UK government will give 
the go-ahead for companies 
to drill for off on 120 North 
Sea blocks when it announces 
the results of its 12th licensing 
round. For the first time, it 
will carve up the region west 
of Shetland, off the north coast 
of Scotland. 

The licensing round was 
announced last July to a large 
response erf 115 applications 
from 80 companies, attracting 
some prominent first-time 
bidders. Newly privatised UK 
electricity companies, which 
have not been involved in the 
North Sea before, are expected 
to receive exploration acreage. 


Senior doctors 
face criticism 

The conduct and quality of 
some senior doctors of the 
UK’s state-run National Health 
Service became the latest 
target In the continuing 
political uproar over the 
go v er nm ent's health reforms. 

Mr Peter Griffiths, chief 
executive of the Guy’s and 
Lewisham hospitals trust - 
who started the current 
controversy a month ago by 
announcing job cuts - told 
the House of Commons health 
committee that, while the vast 
majority of his trust’s 250 
consultants worked “way, way 
above” their contracts, some 
spent too much time on 
international travel and not 
enough in the hospital. 

"Some spend too much time 
to Harley Street [private 
practice] and not enough in 
our facilities. There are some 
whose clinical practice is not 
up to the standard which their 
colleagues would wish it to 
be." 


Nissan appoints 
executive team 

Nissan Motor, the Japanese 
car maker, is still appointing 
senior executives to the 
management of Nissan Motor 
(GB), its planned UK vehicle 
distribution company. 


The appointments were 
made despite the continuing 
legal action in the High Court, 
which could jeopardise its 
controversial plans to take 
over direct control of the 
distribution of its vehicles in 
the UK from January 1 next 
year. 

Nissan, Japan's second 
largest car maker, is embroiled 
in an embarrassing battle with 
Nissan UK, its privately owned 
vehicle distributor in Britain. 
At the end of last year Nissan 
cancelled NUK's distribution 
contract with effect from the 
end of 1991. and has since 
announced the setting up of 
Nissan Motor (GB), as its 
wholly owned distribution 
operation. 

RAF refused 
Gulf targets 

The Royal Air Force twice 
declined during the Gulf war 
to attack targets in Iraq 
assigned to it by US 
commanders because it feared 
“collateral damage” to civilian 
areas. 

Air Vice Marshal Bill 
Wratten, the British air 
commander during the 
conflict, said he had chosen 
to “go for alternative targets”. 

In mid-February the RAF 
admitted that in one attack 
on a bridge at the town of 
FaUqjah a bomb from a 
Tornado went astray into the 
edge of a populated area. 
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} In a computer network, when the server is ahead of its time, 

the whole network is ahead of its time. 


■ A (»m^Ii^ ii^work is like a team, with each 
: .pkyer fpr eadi computer) working together. And 
_/ . like every, team, one member has to be die leader. 
: -»V .Wfe have observed that whenever a COMPAQ 
i personal computer is used as a network server 
er as a multiuser host, it boosts the performance 
of fee whole network. It also allows every con- 
nected PC to operate at its highest efficiency. 


The ultimate example of this is the COMPAQ 
SYSTEMPRO, the leader in network servers. 

The COMPAQ SYSTEMPRO Family and other 
COMPAQ PC servers are designed with features 
that make them toe top network performers. They 
deliver the speed, power; expandability and com- 
patibifity that are critical for connected computing. 
These features don't just apply to the COMPAQ 


PCs that are used as servers. They apply 
to our desktops, portables and laptops that 
complete your network. For that matter, 
the COMPAQ DESKPR0 386N 
and COMPAQ DESKPR0 
236N are full function PCs 
that were designed spe- 
cifically for network use. 



What Compaq does for networked com- 
puting leaves the rest of the PC field 
with a problem: finding a way to follow. 
Because there’s no way we’re going to 
slow down and wait 
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MANAGEMENT: Marketing and Advertising 


Centralised media buying 


US wary of European export 


Alice Rawsthorn reports on consternation in the North American advertising industry 


T he apparently ineluc- 
table trend towards 
centralised media 
buying, whereby 
advertisers separate media 
buying from the rest of their 
advertising and consolidate it 
into a central buying unit, is 
currently one of the hottest 
topics in the European adver- 
tising industry. 

So the news earlier this 
month that Carat, Europe’s 
biggest media buying business, 
was finalising pfana for a joint 
venture with Western Interna- 
tional, the largest US media 
specialist, caused consterna- 
tion In the US industry. 

Carat, which Is owned by 
Aegis, the UK communications 
group, maintains that the 
Western venture amounts to 
little more than formalising 
the existing commercial rela- 
tionship between the two com- 
panies. Bat it comes at a time 
when a number of major adver- 
tisers - notably Nestle and 
Grand Metropolitan, the inter- 
national food and drink groups 
- have decided to consolidate 
their US media buying into a 
single agency. 

W21 centralised media buy- 
ing become as prevalent in the 
US as in European countries 
Uke France and Spain? If so, 
how will it affect the media 
departments of traditional 
agencies and the US media spe- 
cialists, like Western? 

On the surface it seems 
bizarre that it has taken so 


long for centralisation to 
become an issue in the US. The 
trends that are driving the cen- 
tralisation of the European 
market - fragmentation of 
Television audiences as new 
media, such as satellite TV 
channels, take viewers away 
from established stations - 
are, after all, much more 
advanced in North America. 

None the less, most US 
advertisers still favour the tra- 
ditional of delegating 

responsibility for media buying 
to their advertising a g e nc ies, 
although some adopt the 
“agency of record” system 
whereby one agency handles 
the buying for certain brands, 
or particular types of media, 
and other agencies handle the 
rest. As a result, specialist 
media buying companies, such 
as Western, re p resen t less than 
6 per cent of the $128.6bn 
advertising market 

The main reason for this is 
that large US advertisers tend 
to exert considerable fnfhwnce 
over their own media buying. 
Many companies have sizeable 
media departments which 
negotiate directly am upfront, 
or advance, deals with the big 
three US television networks, 
ABC. CBS and NBC. 

This has made it very diffi- 
cult for media specialists and 
smaller agencies to break into 
the 99.4bn network TV market 
Instead they have had to con- 
centrate on the J7.9bn spot, or 
local, television market 


Moreover, newspaper and 
mapwitifl advertising has, until 
recently, been virtually non- 
neg otiahia. Again has mili- 
tated in favour of the big 
advertisers able to strike 
upfront deals with publishers. 

As a result there has been 
little pressure on companies to 
review their media buying 
arrangements. K has also been 
virtually impossible for the 
media specialists to attract 
national clients. There are 
some exceptions. Western in 
Los Angeles works with Dis- 
ney. the entertainment group, 
and Dewitt Media in New York 
for Reebok sportswear. Bat 
most media specialists deal 
with local advertisers, or act as 
the buying department of 
small am medium a gwirfps 


Pressures of 


recession 


Now the market is changing. 
First, the power of the net 
works has been eroded by the 
growth of new media such as 
Fox, Rupert Murdoch’s net- 
work. arid rahla gfarttomi Kke 
tS Turner’s Cable News Net- 
work. The new uuwired net- 
works, groups of local TV sta- 
tions which sell their 
advertising jointly as un official 
networks, are also competing 
for national revenue against 
the Mg three networks. 

Second, financial pressures 
of the recession are prompting 


newspaper and magazine pub- 
lishers to be more flexible 
about negotiating their rates. 
This trend, combined with the 
networks’ vulnerability, is 
making it easier for other 
media buyers to compete 
a gain gt large agencies in the 
ngrinniii ady gr ttefa ff mar ket 

Moreover, the recession is 
forcing US companies to scru- 
tinise every aspect of costs. 
Several companies have identi- 
fied media buying as an area of 
potential economy and have 
centralised their buying 
through a singte unit. 

“Advertisers are much more 
media savvy,” says Beth Rock- 
wood, director of media plan- 
ning at Young & Ruhlrenn, the 
New York agency. "The mar- 
ket is more complex and there 
is enormous pressure on 
costs.” 

So far the new consoli d ated 
accounts have gone to advertis- 
ing agencies, rather than 
media specialists. Last month 
Nestld appointed McCann- 
Erickson to handle the 
media buying for its foods divi- 
sion, Grand Met gave its $20Qm 
network TV account to D*Arcy 
Marini Benton & Bowles and 
Warner-Lambert, the consumer 
products company, consoli- 
dated $200m of broadcast buy- 
ing into J Walter Thompson. 

The critical question is how 
many more major advertisers 
will follow suit “All it will 
take is for a few more big com- 
panies to consolidate their 


creating central buying mills, 
such as flwdth, or by fo r min g 
baying groups, like The Media 
Partnership, which inc ludes 
the agencies owned by WPP 
and Omnicom. 

However, it is for from dear 
that such a response would 
work in the US. Clients in the 
US tend to be more sen s i tiv e 
about potential conflict if agen- 
cies han d le more thaw one 
account from the same product 
sector. Moreover, US media dis- 
counts are not an an 

agency basis, thereby limiting 
the bsps flfc to be from 

bulk buying power. 

“I just do not see something 
like The Media Partnership 
working here,” says Richard 
Kostyra, ex e c uti ve vice presi- 
dent of media services at J 
Walt er Thompson, one of 
WPP's agencies. 

The trig imponderable Is how 
powerful the US media special- 
ists will become. There are 
signs that major advertisers 
are taking them more seri- 
ously. Rariiter this month when 
Isuzn, the Japanese car com- 
pany, withdraw its 980m adver- 
tising from the Della Femina 
McNamee agency, it immedi- 
ately hawHwri O V CT r pgprmgffifl- 
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CNBC and the Financial News Network; have joined forces 
to provide you with the ultimate business information source — 
CNBC/FNN Daytime. 

Mfe call it Smart Business because from 6 am to 7 pm ET 
we bring you the minute-by-minute access to the hard data 
you need to make wise financial moves and thrive in todayb 
fast-paced economy 

Our combined assets include the best anchors, reporters and 
analysts in business television and a global network of news 
bureaus. In addition, a continuous two-line, trade-based ticker 
provides the latest stock and futures quotes. 

The Money Wheel hourly schedule is organized so you 


always know when and where to get the information you want. 
And at the close of the markets, leading business authorities 
review the day V events, analyzing the impact on tomorrows 
world of business. 

For the best in business and financial news, opinion and 
analysis, tune in to CNBC/FNN Daytime, only on cable TV 
Because staying well-informed is just Smart Business. 



SMART TV 

For information on specific programs, call 1-800-SMART TV 


© 1991 O^OC 

/a ... EGTs24Va ... KPCpSVa ... RFL6s76Va... FSQpZsIlVs ... EGT824Vo ... KPCp5'/a ... RFL6 s76Vb ... FSOp2s11»A ... EGTb24'/a ... KPCpSVa ... RFL6876Ve ... FSQp2a11 ... EGTs24’ 


US advertising 

in 1990: 


media baying end the others 
wffl scramble,” says John Per- 
ries, chairman of Zenith Media 
Worldwide, the media arm of 
the Saaichi group. 

In Europe the large agencies 
have responded to the growth 
erf centralised media buying by 



SOUCK 
U rftaM Dfcfca o n ' 


fry for media buying to SFM, a 
New York specialist ' . • • ' . . 

Moreover, financial pressure 
on the advertising industry is 
now so intense that a growing 
number erf grm>n smA medium- 
sized agencies may decide to 
close their media departments 
and contract buying out to the 
specialists. 

The specialists would then 
almost certainly became mare 


powerful within the US media 
market In the dsost term this 

could make them more compet- 
itive against the large agen- 
cies. In the medium term it 
could become for easier for 
European buying specialists, 
such as Carat and CIA Group, 
one of the biggest UK buying 
businesses, to expand into the 
US by acquisition. . . 

All in all the pace of change 


A little knowledge can 
be a useful thing 


Andrew Jack reports on consumers’ ability to make 
‘responsible’ purchases 


T he ateap te g wnunrnw Jg 

ha ginntwg to ytfr- Com- 
panies are having to 
respond as their customers 
start to take more than just 
price an| i quality fwtn account 
when selecting their pur- 
chases. 

The fad for healthy eating, 
for owmp ia , has forced manu- 
facturers to put details of 
tiU pMlwite mill ad diti ve s onto 
us well as stimulat- 
ing a vast range of new prod- 
ucts from low fat spreads to 

I ffBnii fop «Hw n nw « - 

Cousumers are also begin- 
ning to demand that ft* com- 
panies from which they buy 
behave to a socially responsi- 
hle manner. As a result, there 
is now a niche for cosmetics 
not tested on animals, for 
example; ethical funds have 
been set op for people who 
want to invest in organisa- 
tions which operate in ways 
that do not grate with the 
i n ve sto r s ’ political or environ- 
mental views. 

Changing C o rporate Values, 
compiled by New Consumer, a 
research group, is an attempt 
to foe! thi« trend among cus- 
tomers. Individuals, it argues, 
should be given information to 
allow them to choose between 
the products they buy, select- 
ing those made by companies 
whose practices they find most 
acceptable, thus penalising 
others. 

“The market is well under- 
stood as a powerful mecha- 
nism for enabling individuals 
to express their preferences in 
a decentralised way," the 
authors say. “ft also acts as an 
economic vote," and encour- 
ages producers to provide 
more erf the product or service 
of the consumer’s choice. 

UK spending on personal 
goods and services amounted 
to more than £345hn during 
1990, of which only a mall 
fraction went to monopolies or 
other suppliers which offered 
no c hok e. 

So the potential power of 
socially conscious consumers’ 
exercising their "economic 
vote", is considerable, if just a 
sm all fraction of people modi- 
fied their buying patterns, it 


could have tremendous influ- 
ence on products and the poli- 
cies of the companies produ- 
cing Hiww- 

The beauty of this approach 
is its pragmati sm. While the 
book highlights issues which 


might he characterised as 
left-wing or anti-capitalist, it 
operates in tone with tfae.eco- 
namic model of perfect compe- 
tition: flint individuals should 
have complete iwQh'm— ffon- 
The vast majority of the text 
Is given over to profiles of 128 
companies operating in 
Britain, whose sales account 
for nearly 40 per cent of con- 
sumer expenditure. It avoids 
monopolies, businesses in 
wrfiiy fra gmented markets, 
and certain specialist sectors 
niw ffifimiAi services. 


E ach company gets a few 
pages, with short 
descriptions under a 
series erf headings: Industrial 
democracy, equal .opportuni- 
ties, political involvement, 
military sales and so an. 

At the start of each profile is 
a series of twelve boxes width 
rate the company in categories 
such as disclosure of informa- 
tion, advancement of women 

and mfitnrlHpw, connim- 

nity involvement and euvlrun- 
xnental impact 
Several interesting trends 
emerge. US-based businesses 
score more highly than their 
British counterparts on the 
different responsibility rat- 
ings. They were also more 
willing to respond to requests 

JOT lllfllT iwP'Hffl, 

So while Body Shop and the 
Co-operative Movement both 
do well. General Motors, 
Exxon and do Pont rank 
equally highly. At a rough 
estimate, Kellogg, Scott Paper 
and Avon Products do best of 
alL Meanwhile some of the 
lowest scoring companies 
listed no longer exist, indnd- 
ing Lowndes Queensway, and 
Hudson Place Investments 
(parent of International Lei- 
sure Group). 

There are obvious limita- 
tions In these rankings. The 
detailed cr i teria hahtnd each 
tick or cross are not given in 


the book. The condensed, 
descriptions inevitably omit a . 
ureat deal some informa- 
tion - much of it trawled 
from news papers mid r esear ch 
reports - Is already oat of 

The category dealing with 
disclosure of Information is 
perhaps the most unf a ir. Com- 
panies score badly because 
they refitted to co-operate with 
New Consumer’s research. 
Many argue tint they are bom- 
barded dally with requests 
from different organisations, 
and will never have the infor- 
mation or time to complete 
each one. ■ 

Another problem is that the 
classification rates the pa re n t 
corporation, rather than the 
activities of its UK subsidiary, 
although tiw latter may be 
highly j fflfawimwim and very 
d if fere nt in character. 

How effective the book win 
be in persuading consumers to 
switch. . their purchases 
remains to be seen. Brand loy- 
alty, quality, lower pattern or a 
get erf " irr es po ns ible" practices 
which are not directly con- 
nected to the pro duc t in ques- 
tion 'may all prevent the oh* 
sclentious consumer from 
exercising his or her economic 
vote. 

Similarly, even when con- 
sumers change their buying 
habits, it may not always be 
because they disapprove of the 
m a nufa cturer’s policies. In 
general, the power of the con- 
sumer has generally been most 
effective when used collec- 
tively, through, consumer boy- 
cotts for example. Without 
such a c am paign , the massage 
might well be lost 

Nevertheless, as an attempt 
to compile comprehensive 
Information on corporate 
responsibility and ma ke the 
consumer more aware of how 
companies behave. Changing 
Corporate Values is we lcom e. 
The more concise paperback 
version - due out In September 
- should provide a usefal com- 
panion cm trips to the super- 
market 

Bichard Adams, Jane Car- 
ruthers, Sean Hamil and New 
Consumer. Kogan Paul, £48. 




at home - theirs 


WHO D OWEHELP? As wdlasfeeqptpgour name, we have also 
reamed the same det erm inati o n, first shown over 90 years ago, to 
help and care for a very deserving group of people winch is • 
generally overioc^ by nic«charitks. They are kizufiy^edncMed 


whom fare has dealt a cruel, unexpected blow, leaving them 
bereaved and frightened at a time of approaching frailly . 

HOW WE HELP. Almost always, by helping than stay mdwr 

ownhomes- not only ’by providing the necessary cash, but also by 

brining theni mnKmin nil — j-a-a. -- JL._ 


Some people cannot five in iheir own homes without serious risk, 
and to them a D/"* ‘ ‘ ” — ‘ 


D.GJLA. runs 13 such Homes around the c ountr y . 

WHY fFSIMPORTANTWElXlHELP. Withthewwage^e 
rfl facpopi la iiogin creaang every year, yog can apprer« te*W 
the assistance givenby dm D.G.2LA. to improve the qu 3 %ofljfe 

is very orach in tone with today’s needs. Please hdp us with a 

donation or kgacy in our favour. 
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i Tfe 1 London WS4AQ TtfcOTI-HMW j 
Will. For more \ 
information do j time ... 
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to the US media market 
set to accelerate, although it 
remains to be sees .how dra- 
matic the change will be.- 
"One thing is for sura, more 
companies will consolidate 
their media buyi ng,” s ays Rich- 
ard Kostyra of JWT. "fa tin 
nw»* future I do not see a 
major shift away from the 
But in the fang term. 
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Exposed: linguistic jokers and witch hunts 
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ROSENCRANTZ AND 
GUILDENSTERN ARE 
DEAD 

' Tom Stoppard - 

GUILTY BY . 
SUSPICION 
Invia Winkler - 

. MERMAIDS. .. 
Richard Benjamin" . 

LIFE IS CHEAP BUT 
TOILET PAPERIS 
EXPENSIVE 
Wayne Wang 

WHITE FANG. 

Randal Kleber 

PROBLEM CHILD 
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■I TT/Je n a play 

-■ I X becomes a film . 

r V” * *Sa> : r r ® ne 01 bad 

,v . a*? V w things can hap- 

. - ^e^^pen. The 'work can sit there 
" ^ inert and paralysed, Mickey- 

— Finned by the proscenium for- 
n mat in which it was born. Or it 
J Ao*. can be spuriously “opened out” 
w L/jn in the belief that a play 
becomes cinematic by showing 
characters getting in and out 
of taxis or having their vital 
conversations on a rollercoas- 
ter rather than in the kitchen- 
dinette. 

*A m.L Tom Stoppard, filming his 
own play, has opened out 
Rosencrantz And Guildenstem 
in the same way an inept pho- 
' ■ Uoojj T v tographer might open out a 


Atonement for McCarthyism: Robert De Niro in ‘Guilty by Suspicion’ 


, . ^ max m wxucn it ■ 

can be spuriottsl 
,Sv LHjl in the belief 
’•— * ' becomes cinema 


mat 


n-4 • irurn bue camera- exposing 

5 s : the work to the dayliffoi of real 
forests and castles (in Yugo- 
-,. i^^sslavia, standing In for Shake- 

• speare’s Denmark), he destroys 

• - Il# .... all Its delicate, vivid originality 

, of colour. 

c - The uninflected naturalism 
, \.~Z f of Stoppard’s early al fresco 
* ' ■ ■ • . u -- : “ Ufii j scenes is disastrous as a stylis- 
*'■ ’-owes tic habitat for the hothouse 
•-—--‘-■'i 2 ; dialogues. Bravely though. 
— Gary Oldman and-lfm Roth as 
..iTZfi ix;-. and G bat to and fro the 

' i.-pL- non-sequlturs and. just-about- 
'■* *■- -":?r3ra seQuiturs. we wonder what 
■ r lzl; “ n these dandefied linguistic jok- 
ers are doing in what looks tike 
Arctic: pcSck a come- to- Y u goslavia travel- 
' jiijirAr^z sas ogue. And when we reach the 
■ r^- castle after the sylvan prelude, 

i • : d .1 ^ c the film decides to keep' rnsh- 

A .-j. a „iz m <SB . mg around its rooms like some 
" _-•*_ - c demented sightseer whp 

l_ : ‘ 7-.-. believes that to stand still is to 

. s, cf&u-? la % the. ... 

_r • ; .... r—- Some of the St Vitos sbenan-. 


■' v "TT77 ^-igans are ftumy: notably the. 
!* • i ” '^rectirring 'Joke of O ldman * 
'." 5 -T 4 ,”-t ■ ZT^absmit-mmdecfly maMng greftt 
” scientific breakthroughs as he 

4,-: \ ” walks and talks. But mostly 
they prove that gnomic, dou- 
-3 hle-take dialogue does hot knit 


tkm staging. 

Stoppard's play was a medi- 
tation on marginal! ty. a 
Waiting For Godot for two of 
life’s eternal extras. It thrived 
on a cul-de-sac setting cut off 
from the outside world. The 
Flayer King, here played with 
pixillated charm bv Richard 
Dreyfnss, was the duo’s only 
mediator with that world: a 
professional impostor who 
made their sense of isolation 
even more paranoid. By giving 
his heroes the freedom of the 
castle, nay of the country, 
Stoppard’s film vitiates every- 
thing that wmite their dffamma 
comic and gave their self-ques- 
tionings a cornered poignancy. 

There are some consolations 
In the new- minted marginalia - 
Stoppard creates a lovely 
comic impromptu , on board 
ship, with R and G rescued 
from murder by a collision 
with a pirate galleon. And 
Stanley Myers’s surreal credit- 
titles music, for piano, guitar 
and howling dog, sets early 
hopes high. But for the most 
part one is left pondering Stop- 
pard’s reported surprise at how 
easy it was to make a film. 
How would he know? He has 
yet to wialm one. 

. Nigel Andrews 

Guilty by Suspicion is a pow- 
erful piece of cinematic atone- 
ment, a rare attempt by Holly- 
wood to deal with its darkest 
hour, the McCarthy witch 
hunt Irwin. Winkler, the vet- 
eran producer here making his 
debut as writer/director, 
proves frfrnHrif to be worthy of 
this . diffic ult task;> teaming 
with Robert De Niro to fhsbion 
a coherent, honest film about 
an ambiguous, decehfhl era. 

De Nlro plays David MerrDl, 
a driven- young director about 
to start filming a major project 


for Darryl Zannck. All he 
needs to do Is kowtow to the 
dreaded House Un-American 
Activities Committee, naming 
the names of a few friends in 
order to show himself to be 
politically correct. When he 
baulks, Merrill’s career is 
abruptly halted. Hounded mer- 
cilessly by the F.B.I, he 
watches in bpipiaag rage as 
family and ftfienda fan apart. 
Inevitably, the subpoena 
comes, forcing him to choose 
between honor and his own 
skin. 

Winkler skillfully exposes 
the deceit inherent not only in 
McCarthy’s headhunters but 
also in the Hollywood big wigs 
who sold out some of their 
most talented people to please 
the Committee. Though some- 
what lacking in nuance, the 
film is fuelled by a cogent 
script and efficient direction. 
De Niro is superb, less man- 
nered than normal but just as 
powerful He has a remarkable 
scene in which, allowed to 
direct a schlock western after 
months in the wilderness, he 
establishes Merrill’s genius 
and passion in a few brief 
moments. His final confronta- 
tion with the Committee is a 
marvel of controlled heroism, 
utterly free of grandstanding. 
Also fine are Annette Benlng 
as Merrill’s saintly wife and 
Patricia Wettig as a drunken 
actress. And, in a bit of ironic 
casting that must have teen 
most gratifying, Sam Wana- 
maker, himself blacklisted, 
plays a seedy defence lawyer in 
cahoots with McCarthy's lack- 
eys. 



Mermaids is the type of film 
that sinks or swims on the 
backs of its characters, here in 
the promising form of Cher, 
Winona Ryder and Bob Hos- 
kins. Unfortunately, as the title 


they prove that gnomic, don- De Nlro plays David Merrill, the promising form c 
hle-take dialogue does not knit a driven- young director about Winona Ryder and B 
well with with perpetual-mo- to start filming a major project kina Unfortunately, as 

• s-.:ss ::at= — ^ 

Waiting for the Psychic 


suggests, they never really 
become human, making for a 
film that flounders hopelessly 
in a sea of sentiment 

Cher plays Mrs flax, an off- 
beat rebellious woman about 
five years ahead of her time 
(1963). Ryder is her stuffy teen- 
age daughter who fights her 
carnal desires with plans to 
become a Catholic saint. 
Mother and daughter squabble 
continually, especially when 
suitor Hoskins tries to make a 
family out of them. Director 
Richard Benjamin opts for a 
leisurely, hands-off approach to 
all of this, letting his actors 
interact almost randomly. 
When he achieves the odd 
skillf ul touch it comes as a 
shock, such as th e beautiful 
scene when Ryder recalls 
watching a solar eclipse with 
her father. 

Generally, however, it's the 
actors who rule, and they 
make a mess of it. They have 
traits - Cher cooks nothing 
but hors d’oeuvres, Ryder 
wears wellies instead of saddle 
shoes - but no souls. Cher 
lacks the earthy nobility that 
marks her best work. She 
speaks in saucy aphorisms 
rather than real dialogue. 
Ryder doesn’t seem to know 
whether or not to tafca her 
character seriously, playing 
her as a winsome, sexually 
budding teenager nnp moment, 
then showing up in the next 
scene as a flake who wants to 
be Joan of Arc in hobby socks. 
Hoskins mugs heroically but 
Mr charm mmuk as superflu- 
ous and forced as the film's 
needlessly melodramatic end- 
ing. 

* 

Wayne Wang’s Life is 
Cheap . . . But Toilet Paper is 
Expensive is not a fihn for the 
squeamish. Severed hands, 
graphically slaughtered duck- 


-« -i -*r- . 


lings, porno photos of pregnant 
women and a meal of human 
faeces feature prominently in 
this bizarre trip through mod- 
ern Hong Kong. Viewers who 
can stomach these excesses, 
however, are in for a strangely 
engrossing slice of cinema vir- 
tuosity from one of America’s 
most inventive filmmakers. 

Wang’s film opens with a 
nameless hero (Spencer Naka- 
sako) arriving in Hong Kong 
with a suitcase handcuffed to 
his wrist. His job is to deliver 
the goods to a Triad boss, a 
task complicated by a ceaseless 
array of word characters and 
bizarre incide nt plot Is contin- 
ually set aside to provide 
glimpses of city life, including 
a sales pitch by a prostitute in 
a gas mask and an interview 
with real-life billionaires in 
front of their pink Rolls Royce. 
Wang's digressive, quasi-docu- 
mentary style suits his subject 
city well, though he has the 
good sense to pick up the 
threads of his story at the end, 
when our hero loses the suit- 
case, gets the girl (she’s a les- 
bian) and is eats that fecal 
feast to escape. Tasteless, per- 
haps, but certainly hard to 
ignore. 

★ 

White Fang seems to have been 
mafl g in a time warp, springing 
from the golden era when Dis- 
ney made handsome, whole- 
some, enjoyable adventure 
films for youngsters. This 
faithful adaptation of Jack 
London's story of a boy and his 
wolf in the Yukon Gold Rush 
perfectly captures not only 
London’s rough and ready 
world, but also a long lost era 
of moviemaking for young peo- 
ple in which simple storyteilin 
g and reassuring values filled 
the screen. Even the pit bull 
who savages White Fang 
leaves no scar. One has to won- 
der what a generation raised 
on Spenbergs cosmic dreams 
and Bart Simpson’s bad atti- 
tude will make of all this. 

★ 

They'll probably prefer Prob- 
lem Chili the story of a seven- 
year-old who terrorises his 
adoptive parents. Junior (Mich- 
ael Oliver) is an elfin termina- 
tor who ravages cats, destroys 
birthday parties and bludgeons 
tormentors with a baseball bat. 
The first ten minutes are fairly 
ftumy, but after that director 
D ennis Dugan resorts to the 
Jon Landis theory of comedy 
- when the going gets tough* 
wreck some cars. The film's 
fi na l image is a close-up of a 
pig passing wind. A decade ago 
Hollywood decided that com- 
edy should be geared to the 
seveb-year old intellect. Now 
they’re making movies about 
seven-year-olds. One trembles 
at what’s to come next 

Stephen Amfdon 


OATE THEATHE 
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1966 Waiting for the Psychic to the Gate 
In an exciting and explosive production. 


x ,, The Ermolov, founded by the actress 
s rr.rr.5* Maria Ermotova, has presented classics' 

. a* to Moscow since 1926. 

- ' The scene, -Tbilisi, Georgia. Tamriko 
^ and her flighty younger sister Ketfno 

• ‘ZZs - await the -arrival cf a famous psychic. 

- y~ n -' Two friends drop in: a bullying teacher 

it’s 3 ’ caHed -Daredzhan, and a young air- 
headed museum worker called TBta. 
-= The evening begins slowly, as Ketino's 

Lftifi# boyfriend telephones and she prepares 
"* *’ to go out The. longer they wait for the 


nate.-Ketino tries -to leave to see her 
boyfriend, but her sister has locked 
everyone in. • . 

Then the evening takes offi screams, 
accusations, fights. After Ketino 
emerges from the kitchen brandishing 
an axe, she has to be tied up.. Eventu- 
ally Ketino goes out, but-soon returns. 
Tflca leaves in a drunken stigxa:, fells 
down the stairs, and hobbles back. 
Finally, Ketino plays a tape of the psy- 
chic’s seancesr and this calms them into 
a. trance. When they emerge from that, 
they behave as if nothing had hap- 


Shamanadza’s play makes the point 
first - that life is not a rehearsal- The 
older women lament over lost opportu- 
nity, negotiate an acceptance with -their 
condition, and try to prevent their 
younger companions from repeating 
their mistakes. Secondly, ft shows peo- 


ple refusing to take charge of their own 
lives, waiting for the psychic to tell 
them of the future instead of carving 
erne out for themselves. Thirdly, as the 
domestic violence escalates, the tragedy 
turns into a nasty farce, curtailed only 
by the psychic's vicarious intervention 
on tape, like a dose of Huxley’s Soma. 

Shamanadze leaves the action crpen to 
wide metaphorical interpretation. In 
postperestrihka Georgia, the search for 
truth has become the search for iden- 
tity. The psychic represents the wom- 
en's undefined yearning for political, 
economic and personal fulfillment; the 
apartment their beleaguered social situ- 
ation; and their champagne party a kick 
at misery. The gloomy conclusion 
intunm the women to humdrum exis- 
tence. 

Waiting for the Psychic is performed 
in Russian; there is no translation, but 


the programme helps. The director, 
Faina Verigina, orchestrates tiw actum 
precisely; and curiously - if one has no 
Russian - one notices the non-verbal 
acting mnt-h more acutely: the laughs, 
frowns and gestures of those who are 
not speaking. 

Hus is a virtuoso team performance, 
hut Natalia Malyavina (Tamriko) and 
Valentina Ivanova (Daredzhan) are 
exceptional, catching their characters 
on the cusp of middle age, just as 
dreams cede to realities. 

See Waiting far the Psychic If you can. 
Don’t be deterred by that lyric from 
Girl Crazy. “With love to lead the way. 
I’ve found more clouds of grey, Than 
any Russian play, Could guarantee." 
The Gershwins never mentioned plays 
from Georgia. 

Andrew St George 


Le nozze di Figaro 


VIENNA FESTIVAL AND GLYNDEBOURNE 


At last Vienna has something 
worthy of the Mozart bicente- 
nary. Before Jonathan Miller’s 
new staging of Le nozze di Fig- 
aro at the Theater an der Wien, 
there had been precious little 
to celebrate. But Miller has 
had a triumph - and Vienna, 
unusually, has acknowledged 
it from every quarter. His 
achievement (how simple it 
sounds, yet how elusive in 
practice) is to have presented 

Figaro as a living organism of 
18th century social politics - 
not frozen in the past, dry or 
analytical, but pulsating with 
humanity, humour and histori- 
cal authenticity. 

The setting (decor by Peter 
Davison) is a chateau of the 
Ancien Regime, sepia-coloured, 
sparsely-furnished and evi- 
dently in need of refurbish- 
ment. The costumes (by James 
Achesan, who also worked on 
the film Liaisons Dangereuses) 
are Inspired by the 18th cen- 
tury French painter Chardin - 
cor setted waists and white 
caps for the women, breaches 
and riding coats for the men. 
This is the visual context for a 
day in the life of the Almaviva 
household - a place with a 
past and a present, an upstairs 
and downstairs, where life goes 
on beyond the immediate fore- 
ground, where seduction, con- 
spiracy and confrontation are 
part of daily routine. 

All this is established in the 
opening scene, set in a back- 
room cluttered with tailor's 
dummies, wig-stands and a 
heap of ironing. The exchanges 
of Figaro and Susanna - each 
competing for the other's 
attention while preoccupied 
with their own tasks - suggest 
a relationship that has had 
ample time to settle into a 
domestic pattern. At the end of 
the act - in the production’s 
most memorable coup de 
th66tre - we are led round the 
stage turntable, through corri- 
dors and antechambers, past 
cleaning ladies and doormen, 
to the bed-chamber of the 
Countess - who bids good- 
night to her children in the 
orchestral Introduction to 
“Porgi, amor”. When the Count 
bursts in, his muddied apparel 
and retinue tells us he is fresh 
from the hunt Social distinc- 
tions abound: the Countess dic- 
tates her letter from the com- 
fort of an armchair, while 
Susanna has to write from a 
standing position, leaning over 
a pile of books. The peasants 
are awkward rustics, overawed 
by grand surroundings. And 
the Count dearly has Figaro 
on the hop. 

Miller builds on this subtext 
with fluent, often uproarious 
ensemble and sharp character 
portrayal. The recitatives 
unfold with the snap and 
crackle of realistic conversa- 
tion. The imbroglios of the sec- 
ond and fourth acts are deftly 
handled, even if the steps 
under the cMteau facade make 
an implausible setting for the 
night-time assignations of the 
finale. There are mannerisms 
- the way the Count fidgets 
with a loose strand of hair, or 
Don Curzk>’8 stammer, which 
is fast becoming a Figaro 
dichd. But they are few and far 
between. 

In an ideal world, one would 
match this visual authenticity 
with an original instrument 
orchestra, whose textures and 
timbres could be heard to 
advantage in the raised pit of 
this lovely, intimate theatre. 
The Vienna Philharmonic 
offers the very best alternative. 
The playing under Claudio 
Abbado is Viennese Mozart tra- 
dition at its best - snappy and 
sinewy, with frequent sh a fts of 
light in phrasing and balance. 
Only the occasional squareness 
of tempo suggests Abbado is 
still working his way into the 
score. 

As the Count, Ruggero Rai- 


mondi dominated the perfor- 
mance with his comic gifts, 
piercing eyes, roving hands 
and masterful verbal Inflec- 
tions. Marie McLaughlin, in 
beautiful, blooming voice, was 
the vivacious Susanna. Lucio 
Gallo's Figaro was crisp, effi- 
cient and likable. Cheryl Slu- 
der was not flattered by the 
Countess's pudding of a cos- 
tume, and is still short of confi- 
dence in her two arias. Gab- 
riele Sima was the aristocratic, 
adolescent and credibly mascu- 
line Cherubino. A slippery, 
camp Basilio from Heinz Zed- 
mk, Rudolf Mazzola’s crusty 
Bartolo and Margarita Lilowa's 
Marcellina made up a cast of 
uniform strength. 

Andrew Clark 

Glyudeboume offers the six 
great Mozart operas this sum- 
mer, two of them, Cost fan tutte 
and La clemenza di Tito, in 
new productions. The Figaro 
that opened the festival on 
Tuesday is not, unfortunately, 
a new one but a revival of the 
staging that Peter Hall con- 
trived two years ago with 
designs by John Gunter, Hall 
having severed his connections 
with Glyndebourne. it has been 
rehearsed this time by Stephen 
Medcalf. 

Medcalf has been able to do 
little with the look of the 
thing, its utter lack of sense of 
place, or social focus - where 
for instance has the opera been 
set: in Seville or, as the shut- 


briskness and style, though he 
does not command the dra- 
matic stale of each act in a 
way that might compensate 
some of the production's short- 
comings. 

But there is still the mis- 
match between the period 
orchestra and the more 
hit-and-miss vocal style that 
Max Loppert noted here in his 

review of the premiere. Orna- 
mentation is rationed to an 
appoggiatura here and there, 
until the reprise of “Dove 
sono" suddenly blossoms into 
full fig. Most of the voices are 
light enough, though, to take 
full advantage of the slimmed- 

down sound. 

The best of the cast, by a 
good measure, arc the Figaro 
of Alan Opie and Susanna of 
Alison Hagley. In a production 
that, if it does anything at all. 
does it over the top, Opic's 
intelligent undemonstrative 
portrayal runs the risk of 
seeming pallid; but it is thor- 
oughly worked through, every 
gesture means something, and 
is sung with plain, common- 
sense accuracy. Hagley was 
Barbarlna two years ago, and 
has graduated via the Glynde- 
bourne tour to become a win- 
ning and stylish Susanna, 
quick to react, with a fine 
sense of comic timing when 
she gets the chance she sings 
with relaxed polish and a sense 
of scale. Her approach is 
matched to the orchestra bet- 
ter than anyone's. 

Jeffrey Black's malevolent 



mm 

Alan Opie and Alison Hagley at Glyndebourne 


ters suggest, just some general- 
ised Mediterranean Nev- 
er-Never land? - and has 
concerned himself with tight- 
ening up the business, while 
remaining reasonably faithful 
to Hall's original ideas. That 
leaves a lot hanging fire: the 
first act is desperately 
unfunny, clogged up with spu- 
rious detail, the last a mess: 
everyone comes on, sings his 
or her aria on the token green 
sward, and disappears into the 
shadows. The central acts are 
tauter, and show some signs of 
pairing music and action, but 
the dramatic temperature 
never rises above tepid. 

It was this production in 
1989 that brought authenticity 
to Glyndebourne; the Orches- 
tra of the Age of Enlighten- 
ment replaced the London Phil- 
harmonic in the pit, and they 
do so again for the revival. 
(They are also hooked for the 
new Cosi, which opens tomor- 
row.) Period instruments have 
to work hard against this dry 
acoustic; they lack the power 
to project of their modern 
counterparts. But the gains in 
textural clarity, rhythmic artic- 
ulation and colour (such bas- 
soon lines, such precise horns!) 
are immense, and Andrew 
Davis conducts with decent 


Count pushes every phrase too 
insistently, as if anger and 
frustration had to be stamped 
on everything he sings. The 
pale, rather Indistinct Count- 
ess of Gunnel Bohman only 
came into her own with “Dove 
sono", but did so with enough 
presence to suggest that in a 
more sympathetic staging she 
might be fill the role much 
more convincingly. Marianne 
Rorholm repeats her disturb- 
ingly credible Cherubino; Gay- 
nor Morgan is a pert Barbar- 

ip3 _ 

This production uses a full 
text, without ever making a 
virtue of it, so that the lively 
Marcellina of Susan Bickley 
and creepy Basilio of Ugo 
Benelli both, get their fourth- 
act arias but can add little to 
the dramatic sum total. The 
Bartolo is Jules Bastin, a dis- 
tinguished Singer making his 
Glyndebourne debut, but nev- 
ertheless a strange piece of 
casting; with gestures that 
would reach the back of the 
Opera Bastille, he comes on for 
too strong in this context The 
best of the singing decisively 
outweighs the worst but the 
same cannot be said, alas, for 
the production. 

Andrew Clements 
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Staatadper (inter (ten Linden 19.00 
La traviata. Tomorrow: Michael 
Gielen conducts Pelleas et - 
MMIsande. SatDtoZauberflote: 

Sun: Lea contes d' Hoffmann (2004 
762) ■ • 

Komiache Oper 19.30 Joeheri 

Kowalski sings' title role In 
Giusttno. Tomorrow: Cav and Pag. 
Sat open day from 10.00, with 
guided tours, public rehearsals 
and exhibition of costumes, plus 
an evening pe r for ma nce of' . 
Entfuhrung. Sun: Zauberffota. (2292 
555) -■ •- : ; • 

Deutsche Oper 1930 Rebecca. 
Copley sings title roie in Marion 
Lescaut Tomorrow: concert 
ceHebrating 200th anniversary of 
Berlin Sing^Akademie.- Sac 
Trovatore. Sure Tristan und Isolde 
with Gwyneth Jones and Rene. 
Kollo (3410249).-- • 
Schausptaftaus 2aQ0.Mlniades 
Caridls conducts Berlin Symphony 
Or chestra In Strauss’ Also Sprach 
Zamthustra and Marcel Dupre's 
Organ Concerto, wtth.Helner 
Kuhner, also tomorrow and Sat 
Sun at 1?.00: Bach’ s Matthew 
Passion (2272281) . 

PhOhairnonte KarmnerrausIksatfl - 


20.00 Carlo Maria GlulinI conducts 
Berlin Phnharmonlc Orchestra in 
Mozart's last two. symphonies. 
Repeated tomorrow, Sat and Sun 
at 11.00 (2614 383) 

■ CHICAGO 

O rch e stra HaU 20.00 Daniel 
Barenboim conducts Chicago 
Symphony Orchestra In Richard 
Strauss' Don Quixote and ■ 

. Beethoven's Violin Concerto, with 
Isaac Stem. Repeated tomorrow . 
at 13.30. 'Sat and next Tues. 
Tomorrow at 19.30 Dave Brubeck 
Quarter (4356686) 

■ THE HAGUE 

Dr AffeMi PMDpszaal 20-15 Janos . 
Furat conducts Resfdentle 
Orchestra in Haydn's Symphony 
No 65 and Roussel's Third . 
Symphony, with Gtl.Shaham soloist 
in Brahms’ Violin Concerto, also 
tomorrow (3609 810). The. ■ ' 
programme is repeated on Sat 
in Utr echt •• - ' ' ' 

■LONDON 

MUSIC AN& DANCE 
Covent Garden 19.30 David 
Bindey's new full-evening -ball at 
Cyrano with a score commissioned 
from Wilfred Josephs, and a cast 
Including Irek Mukhamedov and . 
Vlvlana Durante (240 1066) 
CoHseum 19.30 Charles Mackerras 

■ conducts David Pountney’s 
production of The Cunning Little 
Vixen, with Lesley Garrett In title 
role and No/man Bailey as The 
Forester. Tomorrow: Stephen. 
Oliver's new opera Timon of . 
Athens. Sat Peter Grimes (838 
3161). 


Royal Festival Hafl 19.30 
Montserrat Caballe sings opera 
arias. Tomorrow: Charles 
Mackerras conducts Dvorak's New 
World Symphony with London 
Philharmonic. Sun: Gennadi 
Rozhdestvensky conducts BBC 
SO in Elgar's Enigma Variations, 
plus works by Britten and Prokofiev 
(928 8800) 

Queen Elizabeth Halt 19.45 Leon 
Lovett conducts English Baroque 
Choir and .Orchestra in all-Mozart 
programme. Tomorrow: Hariprasad 
Chau ms ia plays Indian flute music. 
Sat Alban Berg Quartet plays 
Bartok and Mozart (828 8800) 
Barbican 20.00 A Night In Seville: 
flamenco dance musical, also SaL 
Tomorrow: Riccardo ChaJlly 
conducts Royal Concertgebouw 
Orchestra in Bruckner's Fifth 
Symphony. Sun: Henry Mancini 
In -concert (638 8891) 

THEATRE 

Popular West End shows Include 
Carmen Jones, Oscar 
Ham me raisin's musical update 
of Bizet in a lavish production by 
Simon Callow (Old Vic); The 
homecoming, a polished revival 
of Pinter's disturbing comedy 
(Comedy); Caryl Churchill's play 
Top Girls, directed by Max 
Stafford-Clark (Royal Court); 
Matador, -a new musical directed 
by Elijah Moshinsky and starring 
Stefanie Powers (Queens); and 
Anouilh’s The Rehearsal (Garrick). 
Phone Theatreline: Plays 0836 
430959 Musicals 0836 430960 
Comedies 0836 430961 Thrillers 
0836430962 . 

■ MUNICH 

Staatsoper 20.00 Valery Gergiev 

conducts Johannes SchaaPs new 


production of Boris Godunov, with 
a cast led by Paata Burchuladze, 
Kenneth Riegel, Kurt Moll and 
Astrid Vamay, also Sun. Tomorrow: 
Gerd Albrecht conducts 
Tchaikovsky's The Maid of Orleans. 
Sat Die Zauberflote (221316). 
Events In the Phflharinonie tills 
weekend Include a Munich 
Philharmonic Orchestra concert 
with Sergiu Celibidache on Sat, 
and a Philharmonic Chamber 
Orchestra concert on Sun (48098 
614) 

■ NEW YORK 

Metropolitan Opera 20.00 American 
Ballet Theatre production of La 
Bayadere. Tomorrow and Sat triple 
bill Including Kenneth MacMillan’s 
Concerto (362 6000) 

New York State Theater 20.00 NY 
City Ballet (n works by Balanchine, 
Peter Martins and Robbins/Tharp- 
Also tomorrow, plus matinee and 
evening performances Sat and 
Sun (870 5570) 

Avery Fisher Hall 20.00 Zubin 
Mehta conducts New York 
Philharmonic Orchestra in 
Guerrelieder, also tomorrow and 
next Tues. Soloists indude Susan 
Dunn, Gary Lakes and Hans Hotter. 

These era Mehta's final 
performances as music director 
of the Philharmonic (874 2424) 

■ PARIS 

CheteM 20.00 John Eliot Gardiner 
conducts Uuls PasquaJ’s new 
production of Die Entfuhrung aus 
dem Serall, with the English * 
Baroque Soloists, Monteverdi Choir 
and a cast led by Luba Orgonasova 
as Constanze. Runs fill June 2, 


with next performance on Sun. 
Tomorrow: William Christie 
conducts concert performance of 
Alcione by Marin Marais 
(1656-1728), with the chorus and 
orchestra of Les Arts Florissants. 
Sat Chailiy conducts the 
Concertgebouw Orchestra In 
Bruckner’s Fifth Symphony (4028 
2840) 

SaHe Pleyel 20-30 Semyon Bychkov 
conducts Orchestra de Paris In 
Cinderella music by Rossini and 
Prokofiev, plus Mozart’s Piano 
Concerto No 20 with Radu Lupu. 
Repeated tomorrow and Sat (4563 
0796) 

Centre Ponpldou 20.30 Mark Foster 
conducts Ensemble 
InterContemporain in new works 
by Martin Matalon, Joe 1-Franco Is 
Durand and Alejandro Vlnao, 
repeated tomorrow [4260 9427) 
TMAtro de la VIHe 20.30 Shijima. 
Japanese ballet by Uahlo 
Amagatsu, also tomorrow and Sat 
(4274 2277) 

Theatre des Champs-Elysees 20.30 
Mark Morris Dance Group, also 
tomorrow and Set (4720 3637) 

■ ROME 

Teafro dell’Opera 20.30 Katia 
Rfcciarelli sings title role In 
Plccinnl’8 Iphfgenie en Tauride, 
also Sat and next Tues. Tomorrow 
and Sun: Rigoletto with Juen 
Anderson and Leo Nuccl (463841) 

■ STOCKHOLM 

Royal Opera 19.30 Leif 
Soderstrom’s production of 
Carmen, sung in Swedish. 
Tomorrow and Sat operetta 
concert Sun: Drottningholm season 
opens with first performance in 


modern times of J.C.F. Haeffner’s 
Electra, conducted by Thomas 
Schuback, with Anita Soldh in title 
role (248240) 

■ STRASBOURG 

Palais das Congres 20.30 Theodor 
Guschlbauer conducts Strasbourg 
Philharmonic Orchestra In 
Schumann's Fourth Symphony and 
Roussel's Petite Suite, with the 
Labeque Sisters soloists in 
Martinu's Concerto for Two Pianos. 
The programme Is re peated 
tomorrow (8837 8777) 

■ VIENNA 

Staatsoper 19.00 Ivan Fischer 
conducts Die Enttuhrung aus dem 
Serall, with a cast including Robert 
Gambilt as Belmonte. Tomorrow 
and Sun: Arnold Oestman conducts 
Ponnelle production of Lucio Sllla, 
with Edita Gruberova, Ann Murray 
and Thomas Moser. Sat Nikolaus 
Harnoncourt conducts Idomeneo 
(51444 2960) 

KonzertiuHis 19.30 Ardttti Quartet 
plays new string quartets by 
Friedrich Cerha, Thomas Pomes 
and Michael Mautner, also 
tomorrow. Sat Georges Pretre 
conducts Vienna Symphony 
Orchestra in Mozart and Beethoven 
(7124 6860) 

Jugendstiltheater 19.00 Vienna 
Festival production of Die 
Zauberflote. Runs till June 1 (588 
1678) 

■ WASHINGTON 

Kennedy Center Concert HaU 20.30 
National Symphony Orchestra Pops 
with Johnny Mathis, also tomorrow 
(487 4600) 


European Cable and 
Satellite Business TV 

(all times GET) 

MONDAY TO FRIDAY 
Euromporl 

0600-0830 International Business 

report 

CNN 

0500-0530 Moneyline 
0800-0830 Moneyline 
1230-1300 CNN Mortal Watch 
1330-1400 Business Day 
2000-2030 World Business Today - 
a Joint FT/CNN production with a 
review of the day's major busk 
ness stories 

2300-2330 World Business Today 
j 0100-0130 Moneyline 
SypurchamtBl 

0700-0830 Financial Times Busi- 
ness Report 

A five minute business briefing 
broadcast three times between 
0700 and 0600 

2220 - 2250 (Wed) Financial Times 
Business Weekly - the latest 
round-up of business news with 
James Bellini and Debbie Middle- 
ton. 

0630 S 2030 (Thurs) Financial 
Times Business Weekly 
Sky News 

1200 International Business 
Report 

2130 (Thurs) Financial Times Busi- 

new w*o«y 

SATURDAY 

CNN 

0800 -0330 Moneyline 
0000-0830 World Business Today - 
a Joint FT/CNN production 
1540-1610 Moneyweek 
1900-1830 World Business This 
Week 

2110-2140 Your Money 
SUNDAY 

Suporch&nnol 

1800-1330 FT Business Weekly 
1930-2000 FT Business Weekly 
23304)030 FT Business Weekly 
Sky News 

1030-1100 FT Business Weekly 
CNN 

071D-0740 Moneyweek 
1540-1810 Your Money 
1900-1940 Moneyweek 
00404)110 Inside Business 
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Pipe dreams 
in Brussels 


T he assassination of Rajiv 
Gandhi undoubtedly con- 
fronts India with its greatest 
challenge since indepen- 
dence. The emotional shock of Mrs 
Indira Gandhi's death in 1984 was 
more intense - a woman prime min- 
ister killed in office, who bad been the 
country’s head of government for 14 
years. But the challenge now is 
greater than it was six years ago 
because India is a more fragile coun- 
try. 

When Mrs Gandhi was killed by 
Sikh extremists, the only significant 
threat to unity came from the separat- 
ist movement In Punjab. Not only has 
the conflict In the Punjab deepened 
since then, but India also faces 
threats to its unity from separatist 
Insurgencies in two other border 
states - Kashmir Assam. 

In other regions snch as Tamil 
Nadu - where Rajiv Gandhi was 
killed - Maharashtra, Gnjerat, 
Andhr a Pradesh, and even parts of 
Bihar and Uttar Pradesh, there has 
been a welling up of regional senti- 
ment that reflects growing resent- 
ment against the arrogance and impo- 
tence of central government. The 
problem of whether the union can 
hold together has never before been 
posed so acutely. 

As with regionalism, so with reli- 
gion. The surge in strength of Hindu 
revivalism over the past year and the 
triumphal campaigning during this 
election of the Hindu Bharatiya Jan- 
ata party (BJP) have undermined in 
unprecedented fashion India’s secular 
tradition of a nation that embraced 
both Hindus and Moslems. 

The secular Meal - founded on the 
need to ensure communal harmony 
after Hindus and Moslems had massa- 
cred each other during the riots that 
accompanied partition and the birth 
of the Moslem state of Pakistan - is 
the most important legacy of the 
Nehru family. 

But in the lifetime of Jawaharlal 
Nehru, India’s first prime minister 
and Rajiv’s grandfather, there were 
I already many in the Congress party 
who believed that India should have 
declared Itself a Hindu state. Only 
Nehru himself had the authority to 
hold them at bay. Both Mrs Gandhi 
and Rajiv, while maintaining the sec- 
ular vision, yielded ground. 

Rajiv Gandhi, in particular, allowed 
the foundation stones to be laid of the 
proposed Hindu temple at Ayodhya 
on a site that is part of a mosque. 
With that concession, the Hindu mili- 
tant movements - the Vishwa Hindu 
Parishad and the Rashtriya Swayam- 
sevak Sangfa, which are closely con- 
nected with the BJP - realised that 
they bad. only to push harder for the 
door to open more. 

The renewed Hindu-Moslem rioting 
in Meerut in Uttar Pradesh during 
polling on Monday, which left 19 dead, 
is a reminder of the increased polaris- 
ation between Hindus and Moslems, 
and a warning of the confrontation 
that could follow were the BJP to 
come to power. 

In addition to these regional and 
religious tensions, conflict between 
castes has grown. The electoral cam- 
paign of former Prime Minister VP 
Singh, which was based on making 
the lower castes aware of their 
strength, was not as successful as he 
had hoped. But his proposal for 
increased job reservation in govern- 
ment for the poor has made the lower 
castes more aware of the potential the 
electoral system gives them for displa- 
cing the upper castes from their posi- 
tions of power and privilege. 

All these pressures have combined 
to cause significant strains on India's 
democratic system and have contrib- 
uted to the violence that marked the 
election oampaign and the first day of 
polling. More than 150 people have 
died so far. 

In a further reflection of this mal- 
functioning of Indian democracy, the 
election commissioner cancelled poll- 
ing in five constituencies only hours 
before Rajiv Gandhi’s death. Such 
“coon term an ding” of an election 


SMOKING IS a health risk and 
should be discouraged. The 
medical evidence against the 
habit is so overwhelming that 
there Is widespread popular 
support for effective measures 
to curb tobacco consumption. 
However, the European Com- 
mission's proposed Communi- 
ty-wide ban on tobacco adver- 
tising is the wrong way to 
tackle the problem. 

The EC has already agreed 
to prohibit such advertising on 
cross-frontier television and all 
12 countries restrict it in 
domestic media. Yet these 
curbs and the means used to 
implement them vary: some 
countries have imposed total 
statutory prohibitions, while 
others rely on more selective 
limitations negotiated with the 
tobacco industry. Ms Vasso 
Papandreou, the social affairs 
commissioner, contends that 
such differences are incompati- 
ble with the Community’s sin- 
gle market and wants the rules 
harmonised to outlaw all 
tobacco advertising except at 
the point of sale. 

Her proposal is mis-con- 
ceived. First, it is too unwieldy 
to be workable. In seeking to 
curb ‘'indirect” advertising by 
prohibiting the use of cigarette 
brands to promote other prod- 
ucts, and vice-versa, it would 
create any number of grey 
areas and a field day for law- 
yers. Still more quixotic is the 
proposed ban on the display of 
brand names and logos at pub- 
lic and sporting events spon- 
sored by tobacco companies. 
Consistency would require cen- 
sorship of press and television 
pictures of events in non-EC 
countries where such practices 
are permitted. 

Unconvincing efforts 

Much the most serious objec- 
tions, however, are that this is 
an area in which EC legislation 
has no valid role, and that 
Brussels' efforts to impose har- 
monisation risk distorting the 
Community’s institutional pro- 
cedures. The commission's 
efforts to justify its proposal as 
an attack on intra-EC trade 
obstacles - rather than on 
health grounds - are uncon- 
vincing. Rather, its choice of 
tactics seems inspired by 
opportunism. Since Co mmunit y 
rules demand that health legis- 
lation be endorsed unani- 
mously by the Council of Min- 
isters, while single market 


How not to 
connect to BT 


THE UK government’s claim to 
have created the most open 
telecommunications market in 
the world is beginning to look 
exaggerated. Although most 
exclusive rights held by BT 
and Mercury Communications 
have been abolished, it seems 
that the fine print of the gov- 
ernment’s new policy may 
allow BT to squash its rivals. 

The fine print concerns how 
much competitors should have 
to pay for interconnecting 
their networks to BTs. Inter- 
connection matters because 
entrants will start off by build- 
ing only partial networks and 
will thus have to rely on BT to 
pick up calls and deliver them 
to their final destinations. If 
the interconnection charges 
are set too high, BTs rivals 
will be competing with one 
arm tied behind their backs. 

Earlier this year, OfteL the 
telecommunications regulatory 
body, set out its proposals for 
how interconnection charges 
should be calculated. Follow- 
ing protests from the industry, 
Oftel has postponed a decision 
until next month. Although 
the issues are highly complex, 
a number of matters are clear. 

First, it is unacceptable that 
an issue of such importance 
should be decided behind 
closed doors. Second, although 
Oftel has a hard task in pick- 
ing the right figure, the dam- 
age to the public interest In 
erring in BTs favour would be 
greater than the reverse. If the 
charges were too low, rivals 
who are more inefficient than 
BT may be able to flourish 
because BT has been unfairly 
handicapped; but if intercon- 
nection charges are too high, 
no competition will develop. 

Double danger 

There is a double danger. If 
BT is able to overcharge its 
rivals for access to its local 
networks, they will not only be 
hurt through the higher 
charges. BT could also use the 
payments to cross-subsidise its 
own long-distance operations. 
Oftel's aim should be to create 
conditions in which efficient 
new competitors can come into 
the market. But as things 
stand, it may actually be 
erring in BTs favour. Not only 
will competitors have to pay 
BT for using its network; they 
will also have to pay an access 
charge to contribute to the 
losses BT incurs in running its 


local networks. 

There seems little doubt that 
BT faces a deficit in running 
its local networks. Political 
pressures are responsible for 
BT keeping its line rental 
charges at below costs, so it is 
reasonable that competitors 
pay a fair share of the deficit 
But the procedure by which 
Oftel is proposing to calculate 
this deficit - taking BTs line 
rental and connection revenue 
and subtracting Its costs - 
looks Hawed. The costs may be 
Inflated because Oftel is rely- 
ing on BTs own methods for 
allocating costs between its dif- 
ferent sendees. 

Thorough investigation 

Moreover, the benefits may I 
be widely underestimated. The 
gain to BT of having lines into ! 
25m homes and offices goes far 
beyond its line rental income. 
Although its customers are not 
captive, they are more likely to 
choose BT than its rivals when 
they make long-distance calls 
ana buy telecommunications 
equipment. 

The best way of resolving 
the issue would be for Oftel to 
refer it to the Monopolies and 
Mergers Commission to ensure 
a thorough investigation. The 
MMC should not limit itself to 
accounting technicalities but 
should also examine BT's 
structure - in particular, the 
fact that it runs both local and 
long-distance networks. It is 
because the company operates 
in both parts of the market 
that excessive interconnection 
charges, if they were to be per- 
mitted, would be so likely to 
distort competition by permit- 
ting BT to cross-subsidise 
other parts of Its business. 

The US, which has a similar 
system of interconnection 
charges to the one Oftel Is pro- 
posing. does not face the same 
problem. AT&T was broken up 
into one long-distance and sev- 
eral regional telephone compa- 
nies, thus eliminating the pos- 
sibility of cross-subsidy. 

It would be too much to 
expect the government to force 
a similar divestment of BT 
when it is on the point of pri- - 
vatising a second tranche iff its 
shares in the company. Ixl the 
absence of such a restructur- 
ing, there is a real need for 
some Independent assessment 
of such essential components 
of competition as the intercon- 
nection charges. 


measures require approval by 
a q ualifie d majority vote. Obvi- 
ously, the latter avenue offer's 
the commission a better 
chance of getting its way. 

Mrs Papandreou argues that 
governments with the tightest 
restrictions on tobacco adver- 
tising could seek to enforce 
them by blocking imports of 
publications from othe r EC 
countries operating less strin- 
gent regulations. Such obsta- 
cles to trade, she contends, 
would be legal under Article 36 
of the Rome Treaty. This enti- 
ties EC members to restrict or 
prohibit imports on grounds 
including public morality, 
order, safety and health protec- 
tion, provided such measures 
are not arbitrary or disguised 
restrictions on trade. 

Court challenge 

Whether Article 36 could 
legitimately be invoked in such 
cases is debatable: attempts to 
do so would almost certainly 
face a challenge in the courts. 
A much more important point; 
however, is that the commis- 
sion is unjustified in seizing on 
this article as a pretext for 
imposing EC-wide legislation. 
If some EC members choose to 
place tighter curbs on tobacco 
advertising than others they 
are entitled to do so, provided 
the rules are enforced even- 
handedly on domestic and for- 
eign media. Bat that in no way 
justifies attempts tor Brussels 
to harmonise regulations 
across the Community at the 
level of the most restrictive 
country - an approach which 
in any case directly conflicts 
with a guiding principle of the 
single market programme. The 
same arguments could be used 
to support an EC-wide prohibi- 
tion on contraceptive advertis- 
ing, on the grounds that such a 
ban exists in Ireland. 

The issues underlying the 
tobacco advertising row have 
little to do with health, as the 
commission has tacitly 
acknowledged by its choice of 
tactics. The central question 
concerns the most appropriate 
level at which decisions should 
be taken in the Community. In 
this instance, logic and com- 
mon sense dictate that deci- 
sions be left to individual EC 
governments. Brussels should 
recognise that using question- 
able methods to ram through 
legislation of dubious value is 
no way to advance integration. 


Rajiv Gandhi leaves behind both a fragile 
country and a party split more than ever by 
internal rivalries, reports David Housego 


Mrs Sonia Gandhi now tie. 
one obvious candidate for. Gw pre- >. 
. midship though It la feud to an \ 


A nation stretchec 
to breaking point 


because of widespread violence and 
vote-rigging has only occured once 
since independence in 1947. 

The economy is only clouding the 
picture further. India finds itself in a 
worse balance of payments situation 
than ever before. Growing current 
account deficits, culminating in a 
record $10bn deficit in the Last finan- 
cial year, have resulted in an out- 
standing debt of 970bn-|80bn. Foreign 
exchange reserves have ru n out and 
the sharp decline in India’s creditwor- 
thiness abroad, following postpone- 
ment iff the February budget and the 
current climate of political uncer- 
tainty has closed the door to further 
commercial borrowing abroad. The 
risk of a default has risen as Indians 
living abroad begin to withdraw their 
foreign exchange deposits and US 
commercial banks cut back their 
short-term lending. 

Mr Gandhi's death itself injects 
fresh bitterness - though this will be 
kept somewhat out of the public eye 
until after his cremation tomorrow. 
The BJP, led by Mr LK Advani. is 
angry that the president and fiPdi<m 
commissioner decided in the early 
hours of yesterday morning - with- 
out consulting the political parties — 
on a lengthy postponement of the last 
two days of polling. Voting has been 
postponed from today and Sunday to 
June 12 and June 15. 

An exit poll taken in Delhi during 
Monday’s polling showed the BJP was 
heading for a comfortable victory in 
the capital The party obviously 
believes that the Delhi result reflects 
the pattern in the Hindi-speaking belt 
of the north. Mr Gandhi’s death - 
and the wave of sympathy that it 
could generate - have already 
changed the calculations for the 
remaining 306 seats of the 504 being 
contested. 

But the BJP fears that the Congress 
could now use the period left until 
polling to accentuate this advantage. 
Above all it fears that with Mrs Sonia 
Gandhi, Rajiv’s widow, who was yes- 
terday officially inataHarf as the Con- 
gress party president, it could 
achieve a landslide victory in the 
remainin g seats an the basis iff a sym- 
pathy vote. 

The other area in which Mr Gand- 
hi’s death could inject fresh bitterness 
is within the Congress party itself. 
The party was once a mirror of India's 
history since independence - a 
“catch-all” party that embraced Hin- 
dus and Moslems, Indians from widely 
disparate castes and regions and 
which expressed the secular, moderni- 
sing tradition that Nehru sought to 
establish. 

Over the past 10 years. Congress 
has suffered from s ymptoms of decay 
and stagnation as the leadership lost 
contact with its local organisation. 
From a party of government, it has 
increasingly become a party of 
patronage and political spoils. Divi- 
sions have widened among its fac- 
tional and regional barons. It has 
become much less successful in win- 
ning elections. 

This was the situation Mr Gandhi 
would have faced in the aftermath iff 
the poll. If his party had von fewer 
than 200 seats in the new parliament 
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Resting place: Rajiv Gandhi’s body Res blanketed In flower*. In New Delhi 


- as many observers believed possi- 
ble - he could have faced challenges 
to his leadership which might have 
led to his being ousted. In the after- 
math of the election, he would in any 
case have found it difficult to control 
party rivalries. His widow - bom an 
Italian but now an Indian citizen - 
will be Cinder even more pressure 
from powerful party bosses, who will 
try to manipulate her. After Rajiv 
Gandhi's assassination, the break-up 
of the Congress party remains a real 
possibility. 

The morning after his death Is very 
different from the aftermath of his 
mother’s murder in 1984. If the edifice 
of India is to withstand the additional 
strains, a strong and stable govern- 


ment needs to emerge. 

There are two ways in which this 
could be possible, though at the 
moment the prospect s look bleak. The 
first would be a political re-alignment 
in the wake at the election that estab- 
lished an anianrg of secular parties 
against the Hindu revivalist move- 
ment This would bring together the 
Congress, the Janata Dal of Mr VP 
Singh (though probably without Mm) 
and Mr Chandra Shekhar's break- 
away faction of the Janata DaL Many 
in the Janata Dal are former members 
of the Congress party who have few 
policy differences with it. Such an 
alliance could expect support from the 
Communists, who are willing to back 
any party opposed to the BJP. 


ship. Mr Chandra Shekhar, who has 
proved to be a sutpritifiSty ' rowttsfat- 
prime minister, has ahwbsen negotbi. 

H»g to bead^uch a coalition. 

Though his party Is likety to he 
virtually eliminated to- illff election, 
his personal stature is boundto 
increase in. combo? days whflA.hecott-.' 
•' tinues to head jhegpvem me atMbtia 
exposed to world p&bli ctty during the - 
creofation ceremonies, But ’Oppooeqfa 
irithmtheCdogrossparty.to 
ing a newadmlnistratioc sHMemt* 

prime minister to emerge from tbetr 
own ranks. 

The second possSMUty -Js that Mt- 
Advani and the BJP are given * 
chance to i bna a government ms it 
what middle-class opinion in India - 
encouraged by the failures antioppar- 
. tiTuism of the existing parties - . 
would Increasingly like. But the BJP 
itself would prefer to wait until it Iks 
an absolute majority and has CCCfloM. 
dated its position in the country. , 

The chances of the BJP emwgfogas 
the single largest party bm. faravr-r 
, ever, considerably diminished with 
Mr Gandhi’s death and the expected 
swing in sympathy to the . Congress 
party under hh widow’s teaderaUp.'.";. 

Whatever administration does 
wifi, be confronted frith two. 
immediate tests to its authority (hat 
will provide a barometer of political 
- stability. The most immediate: will be. 
the need to prepare a budget on the 
basis of which negotiations for fresh 
borrowing can begin with the Interna- 
tiered Monetary Fund and the World 
Bank. The postponement of the last 
two days iff polling means a further 
delay in the formation of a new gov- 
ernment, and hence in the prepara- 
tion of a budget. This is bound to 
further undermine bankers’ confi- 
dence in India’s creditworthiness. 

To obtain the substantial sums that 
India now neeifefrom the IMF and foe 
Bank - about $5bn-$7bn - wifi 
require both substantial cute in- the 
budget deficit and the launching of a 
programme of longer-term structural 
reforms. The combined package ~ 

■ including a reduction in subsidies^ 
moves towards privatisation and 
allowing companies more freedom to 
shed labour - will be difficult to pot 
through politically. The Communists 
would feel unable to go along with 
• it.'. 

The other big test comes from the 
growing strength of the separatist 
movements in the Punjab, Kashmir 
and Assam. The army and paramili- 
tary forces are now badly over- 
stretched in handling these Insurgen- 
cies. Mr Chandra Shekhar has opened 
the door to political negotiations. But 
these will be impossible to pursue 
without a government in Delhi that 
feels able to make concessions and to 
do so in the context of a review of the 
structure of the federation that allows 
greater autonomy to the states. 

' As India's political and economfa 
problems have intensified over the 
past two years, so the country has 
had to take a painful look at its place 
in the world. The Nehru view was of 
an India that was an important piaster 
on the world stage, whose policy of 
non-alignment made ir a leader of the 
developing group of nations. 

This vision was inherited by Mr 
Gandhi who also sought to project 
India as a leading regional power with 
a military capability to match. Mr 
Gandhi's abortive attempt to mediate 
in the Gulf war by flying to Moscow 
virtually on the day of the American 
attack on Iraq showed how far 
ambitions and reality have got out of 
joint. 

Indians are beginning to realise 
that the country’s political and. eco- 
nomic weakness has lost them much 
respect in the world. Mr Gandhi's 
death provides the opportunity for a 
new beginning. But the road will be 
long and hard. 


Breath of 
strife 


Observer 


u Gerald Rainer’s famous 
experiment to discover if 
there's any such thing as bad 
publicity is now being followed 
up Inadvertently by the UK 
health care division of US 
pharmaceuticals group Warner 
Lambert 

When Britain’s Sun newspa- 
per asked for samples of its 
Coolmint Listerine mouth- 
wash, it promptly sent 2,000 
bottles free, "we were given 
the impression they were to 
be used in consumer trials 
with French people because 
they’d been shown by a survey 
to have the worst smelling 
breath in Europe,” a spokes- 
man explains. 

The proposal was attractive 
because, although Listerine 
is going down well to the UK 
and t rickling into Spain, 
Holland, Belgium, Denmark 
and Sweden, the French and 
German markets are untapped. 

The paper's consumer trials, 
however, turned out to be in 
dubious taste. “Calling all 
foul-mouthed Frenchmen!”, 
it bawled from a page top yes- 
terday. “You can now collect 
your free supplies of mouth- 
wash - thanks to the Sun. 

“We have teamed up with 
the people who make Listerine 
to try to stamp out the Pong 
Francais,” it added, promising 
a free bottle to any holder of 
a French passport who called 
at the paper's offices. 

So far, the division’s spokes- 
man sees no reason to worry 
either about the effect on sales 
prospects in France, or about 
what the Sun might do if its 
first 2,000-bottle offer isn't 
folly taken up. “We just hope 
it doesn't get too offensive, 
that's alL" 


Side by side 

■ Hanson's arrival at the foot 
of ICTs ramparts has taken 
the Confederation of British 
Industry somewhat aback. 
Although much exercised of 
late by issues such as City 


short-termism, it cannot make 
any statement on a Hanson 
bid for Britain’s largest 
industrial combine. 

The reason is simple. Both 
companies are members, a fact 
demonstrated by the CBTs new 
annual report. On successive 
pages it has pictures and 
quotations from executives 
of both companies about their 
work for the greater good of 
British business. 

Chris Hampson, head of ICTs 
bulk chemicals business and 
chairman of the CBFs environ- 
ment committee, extols the 
virtues of a responsible atti- 
tude towards the environment 

Adjacently Martin Taylor, 
Hanson’s deputy ^iwnan 
and chairman of the confedera- 
tion's companies committee, 
says the CBI alms to “hold fast 
to the basic essential of-eom- 
merdal freedom for business, 
firmly linked to integrity 
towards customers, responsi- 
bility towards employees and 
most significantly accountabil- 
ity towards shareholders.” 


Other foot 

■ Certain investment manag- 
ers at Postal, one of the UK's 
largest pension fund manage- 
ment groups with £20bn in its 
kitty, are about to start team- 
ing how the other half fives. 

While your common or 
garden venture capitalist has 
long bad to stump the markets 
in search of funds, Postal's 
executives are used to having 
plenty of same on tap. Any 
wearing out of boot leather 
Is done by finance directors 
and securities salesmen beat- 
ing a path to their door. 

Bat times are changing and 
John Brakell and Ray Maxwell, 
who run Pastel's venture 
capital portfolio, will soon be 
pounding the streets, not least 
of New York. They have to 
drum up funds for a new ven- 
ture capital operation they 
plan with America's Chancel- 
lor Capital Management, most 


‘ST ACMES ■ 

nhs trust 
Hospital . 


“I wonder if there’s any 
money in putting down 
pit bull terriers?” 

of the money being expected 
to come from US institutions. 
Maxwell’s belief is that the 
unaccustomed activity will 
be “exciting”. 

Whether or not he's right, 
it will certainly be a shot in 
the arm for rival venture 
ca pitalist s if the y catch eight 
of the Postel duo slumped 
exhausted on the “Ted eye” 
flight back from New York. 


New blood 

■ Meanwhile the Association 
of Investment Trust companies 
is getting a younger look. Out 
goes Foreign & Colonial's 
Michael Hart, the doyen of the 
industry, after a two-year stint 
as chairman. 

In comes 39-year-old Paul 
Manduca who has spent the 
last two years reviving the 
fortunes of Touche, Remnant 
after the late 1989s trauma 
caused by staff departures and 
predatory bids. Now he hopes 
to continue the revival In for- 
tunes of the investment trust 
industry, where discounts have 
narrowed as private investors 


have rediscovered the sector. 

A sprats enthusiast, Man- 
duca supports Wolverhampton 
Wanderers whose star player 
is called, appropriately, BuIL 


Near thing 

■ ICL, profitable and ebullient, 
seems the very model of a mod- 
em computer company under 
its owner of six months, 

Fujitsu of Japan. The story 
of the impending takeover 
broke to July last year, shak- 
ing the world computer indus- 
try’s major players brutally 
out of their summer reveries. 

Inevitably, the revelation 
overshadowed the same day’s 
news that leading UK software 
house Hoskyns was to be sold 
to CapGemini-Sogeti <CGS) 
of France, Europe’s largest 
and most aggressive comput- 
ing services company. 

Only Hoskyns’s chiefs know 
how close things came to a 
clean sweep for Japan. 

GEC and Siemens bad inher- 
ited Hoskyns via their joint 
bid for Plessey, and were anx- 
ious to be shot of a company 

and industry they found bard 
to comprehend. With CGS’s 
early interest fading through 
dislike of the conditions of 
sale, the Jap anese computing 
company CSK wa* emerging 

as front runner. 

At that point the Hoskyns 
management decided overalls 
at work and sushi for lunch 
w ere not for them. Merchant 

banks pulled strings to secure 

the deal for CGS in the nick 
of tune. 

Jus t as w efl. The thought 
of the UK’s premier hardware 
company and software com- 
pany both going into Japanese 
ownership would have proved 
too much for defenders of the 
tTK*s electronic sovereignty. 

Mysteiy tour 

I An elderly man applying 
for renewal of car insurance . 
has recorded having three acci- 
dents in swift succession. First 
his car was hit by an aircraft, 
next rammed by a yacht, then 

swamped by a giant wave. 
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62-63 
THREAD! 
NEEDLE 
STREET 
LONDON 
EC2 


Two air-conditioned office floors, ‘ ; 

L each Of 6,200-sq.ft, totalling 12,400 1 

beside the Bank of England and Stock Exchange, 
with full up-to-date amenities. " 

' Ready to occupy now. 
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I his article began as an 
to sep what has 
. to fis- 

cal privilege In. the housing 
market ButT soon found find 
tite wider issue of the finance 
of local government remains 
too bizarre. to be. left to those 
who profess to understand the 
subject. 

My starting point was never- 
theless the privileged .position 
of home ownership compared 
with other forms of invest- 
ment. Some economists are 
adamant that this has contrib- 
uted to property booms, and to 
inflation. In any case, it raises 
underlying land values and 
leads to amas.in nnBw imun t in 
favour of domestic pr o perty. 

These .. distortions were 
unfortunately', aggravated' 
rather than reduced by the 
Thatcher goverament The last 
vestiges of a tar on the 
imputed-' income -from house 
ownership, namely 'domestic 
rates, were abolished, and any . 
tri mm i n g rtf mortgage in t er e st 
relief was vetoed. The results 
are shown in the first chart, 
which ia an estimate by the 
Institute for fiscal- Studies of 
the effective marginal rate of 
tax on the return from alter- 
native investments mi certain 
stylised assumptions. 

to the. middle are tax-exempt 
savings accounts (Tessas) and 
personal equity plans (Peps), 
an which there is no tax an the 
yteld- Income from most finan- 
cial assets Is taxed quite 
heavily, mainly because of the 
lack Of effective lndftrattiw for 
inflation. On the other hand , 
the effective tax rate is nega- 
tive an investment In pamrinn 
funds and home ownership. 
The most flagrant was 

in 1990-91 when domesticxates 
were abolished and mortgage 

The absurdity is that 
local authority taxes 
now cover only 12 
per cent of their 
current spending 

interest relief was available 
against the higher 40 per cent 
income tax rate. Hie higher- 
rate tax payer could then face 
an effective tax rate of minus 
137 per cent 

As a result of the limitat ion 
of mortgage interest -relief to 
toe basic rate in the 1991 Bud- 
get, the typical effective tax 
rate on home ownership will 
now he only minus 82 per cant 
The projected council tax may 
take this down to minus 43 per 
cent, which is stiH somewhat 
more privileged than the 
minus 81 per cent which pre- 
vailed when domestic rates 
were in force. The tax rate on 
the return from domestic prop- 
erty was minus even then, 


Economic Viewpoint 

How to refinance 
the grass roots 


By Samuel Brittan 


Eaflmdtedatterego ebttncfi tax 





because of the combination of. 
mortgage interest relief and 
the . non-taxation of capital 
gains on owner residences. 

How for the proposed council 
tax is from a fan p ropert y tax 
— and the tiwwwrt of “sOn Of 
poll tax’* - is shown in the 
second chart The average 
yield of the council tax, if it 
were in force this year, might 
be about 0.575 per cent of capi- 
tal values. But because of the 
handing system it will range 
regresaivety from well over 1 
per cent on the cheapest prop- 
erties to under 0.3 per cent on 
the most expensive ones. 

It would be possible to make 
the council tax less regressive, 
and bite more on voters with 
relatively expensive property 
in the south-east, by increasing 
and extending the number of 
bands. H a Labour B m m rnmmt 
did this it would be .able to 
claim that it was in fect going 
hack to a modernised system of 
rates, without having to tear 
up local authority finance by 
its roots, again 

Even the old domestic rates 
were regressive in relation to 
income, however, eq»rfa% at . 
the lower end. Hence the need 
for extensive rebates. The 
Tngfltntn for Fiscal Studies, in 
a recent publication. Local 
Taxation (7, Ridgmount St. 
London, WCL.7AE IAE, price 


£10), has concluded that for 
this and many other reasons a 
property tax should be supple- 
mented by a local income tax. 
* * * 

The Thatcher government's 
changes to local authority 
finance had three aspects. 
First, there was the move to a 
fixed grant to each local 
authority based on a suppos- 
edly objective determination of 
needs. Second, there was the 
move to a centrally fixed busi- 
ness rate, the proceeds of 
which are distributed to local 
authorities according to popu- 
lation. The business rate was 
further tied down in that it 
could not be raised by more 
than the rate of inflation. 
Third, there was the substitu- 
tion of the pall tax for domestic 
rates. 

The changes proposed by Mr 
John Major only affect the poll 
tax. Tim other (■lwna n fai remain 
in place. The increase in the 
proportion of local government 
spending financed from the 
centre, following the rise in 
VAT from 15 to 17% per cent fa 
the Budget, has increased the 
gearing of local authority 
spending even farther to a fac- 
tor of about seven to one. This 
means that for every 1 per cent 
by which an authority's spend- 
ing exceeds the amount White- 
hall deems appropriate, the 


local tax - whether the poll 
tax or council tax variant - 
will increase by 7 per cent. 

Mira Thatcher hoped that the 
high local tax coat of extra 
spending would be a powerful 
deterrent to excessive expendi- 
ture. But initially, at least, 
local authorities sfmjdy pushed 
up the local tax bill, and put 
the Maim? cm central govern- 
ment, which was then bullied 
into panic rebates and grants. 

The absurdity arises oecanse 
local authority taxes are now 
expected to cover only 12 per 
cent of their current spending; 
a recipe for irresponsibility and 
pugging the b uck. 

There is indeed a case for 
reing the whole hog and abol- 
ishing all local taxes except for 
some minor imposts to pay for 
a few optional frills. But in 
that case central government 
should be seen to tell the tune 
and local authorities should 
become just service agendas. 
There could stfU be local elec- 
tions. Their purpose would just 
be to secure some on-the-spot 
influence on the details of 
administration. But tbia defeat- 
ist solution would increase our 
ovrar-centraUsation. 

The natural reform is to pick 
out tbos8 decisions which are 
best made at local level and see 
that local electors face the full 
consequences of what their 


in support of a An education system that would 


minimum wage 

From Mr Simon Qine. 

Sir, Your 


unite knowledge and skill 


wage targets criticised”. May 
20) on our latest publication. 
Making a Minimum Wage 
Work, lacked your usual sense 
of balance and eye for detail. 
The author, Fred BayUss, is a 
strong supporter of the concept 
of a ■ national - legal minimum 
wagB. As the title indicates. Mr 
Bayhss’s Interest was to how a 
minimum - wage might be 
implemented and not in. 
whether there gfwuld be one. . 

The pamphlet does not go to 
for alarurist predictions of- job 
losses and wake increases' on 
toe initial target figure Labour 
has proposed of a half of 
mpiUjm mqia hourly earnings. 
It simply calls for a minimum 
wage to.be introduced at a 
modest level and to be raised 
by rather more than inflation 
to achieve real gains tor the 
low-paid. In the words of the 
joint Labour party and TUC 
statement of 1986: The impor- 
tant point la not the initial fig- 
ure; it is to get the legislation 
on the st atute book and pro- 
gressively to update it” ' 
Shorn Cone, 

Fabian SoeHty, 

11 Dartmouth Street^ SW1 ■■ ■ 


From Mr Daotd MWrantL 
Sir. Andrew Adonis associ- 
ates himself (“Bottom of the 
class”. May 21) with the view 
that Labour and Liberal sup- 
port for an end to A-levei eli- 
tism, and. the creation of a uni- 
fied system of education and 
training for 18- to 19-year-olds, 
"has more to do with crude 
social engineering than with 
fife-chances and national effi- 
ciency”. But: fundamental 
re f orm - preferably sophisti- 
cated educational eng in eering 
- is needed precisely to 
advance social and economic 


content. The differences in 
structure, style and assessment 
make transfer between the two 
tracks difficult, and “equiva- 
lence” unobtainable. 

A unified system, on the 
other hand, can supplement a 
fo und ation of knowledge and 
skill with a varying balance of 
academic vocational study 
to suit different aptitudes and 
interests. By uniting - instead 
of polarising - knowledge and 
skill a unified system Is the 
basis far creativity in a modern 


economy. The Royal Society 
and the Association of Princi- 
pals of Vlth Form Colleges 
have recently joined IPPR’s 
call for a unified system. 

Both equity and efficiency 
now depend on the h igher par- 
ticipation and higher achieve- 
ment such a syst«n would pro- 
mote. 

David Miliband, 
research fellow. 

Institute for Public 
Policy Research, 

30-32 Southampton Street, WC2 


Our uniquely specialised 
academic trade is not just bad 
for those who do A Terms. It is 
disastrous for those who do 
not. Above all, the division 
between education and train-, 
tog establishes the judgment of 
failure , not the promotion of 
achievement, as the leiimottf at 
the sys t e m . Vocational educa- 
tion becomes a refuge far those 
who fa ll to malm the academic 
grade. The division from gen- 
eral education makes voca- 
tional courses narrow and pre- 
maturely job-specific in 


Questioning the Chernobyl study 


The high cost of US health care 


From. Mr Peter Trag. 

It seems surprising that 
Michael- Prowse ailed to men- 
tion (“Be grateful for the 
NHS"; May 20) what is surely a 
_ . cause of the astro- 
. costs of health care in 
the US - ffe Htigtaia nature 

of US society. - . " - 

This results;.' fitter alia, In 


professional- negligence insur- 
ance premiums several times 
higher than moat European 
doctors’ salaries; and pressure 
on. , the medical profession to 
order-evsey conceivable: test in 
ccder to' avoid a lawsuit' 

Peter Tiay, 

Richord Archie & Co, ;■ 

683 EigH Boad N12 GDA 


From Simon Roberts 
Sir, Your report of the Inter- 
national Atomic Energy 
Agency’s study into the 
impacts of the Chernobyl 
nuclear accident on human 
health (“Chernobyl sickness 
fears reduced”. May 21) foiled 
to examine its very shaky 
research foundations. ■ 

Even a brief a Halvin g of the 
study indicates Sthe IAEA's 

claim that there are “no haalth 

disorders that could be attri- 
buted directly to radiation 
exposure” is verging an the sci- 
entifically Incompetent- 

Scientists undertaking the 
study fkOed to investigate the 
health of . the 600,000 Tiquida- 
tors* of the accident. — the sol- 
diers and miners involved to 
“clean-up” and containment 
operations who would have 
received the highest radiation 
doses. They also, failed to 
asseea the health of the UXMXXK 
ptas evacuees from the Cherno- 
byl area who may have 


received high doses before they 
were evacuated. 

Moreover, the IAEA scien- 
tists failed to acknowledge that 
any increase in radiation- 
tf nifffrf health problems — leu- 
kaemia, thyroid fanrm orit and 
other cancers - would not nec- 
essarily show np yet. For 
example, leukaemia cases 
could be expected to peak some 
ten years after the accident. No 
“marked increase” now is no 
reassurance for the future. 

The IAEA could be justifi- 
ably accused of drawing a vefi 
of inept science over the conse- 
quences of the world’s worst 
nuclear accident. It hgg ii«M 
the ailing reputation of nuclear 
power and the people of Cher- 
nobyl no favours with tis 
unscientific assertion radi- 
ation is free of blame. 

Simon Roberts, 

National Energy Campaigner. 

Friends of the Earth, 

26-28 Underwood Street, 

London Nl 7JQ 


Quality, not quantity, is becoming the yardstick for UK consumers 


FromMrRTgrreB . •• "/ .- 
Sir, In their article, “Uphill 
fight in the 'Ugh street” (M ay 
14), Alice Hawsthom and John 
Thornhill put a considerable 
emphasis on the* consumer’s 
demand for quality. We run a 
programme tin behalf of more 
than 80 consumer goods and 
services clients that has found 
evidence of behaviour during 
the recession that strongly .sup- 
ports the quality thesis. 

flatmai and traditional think-' 
mg fa that the consumer 
response to hard **■*»« is to 
“trade down”. . If we define , 
trading down more precisely as ■ 
buying the same range of 
goods but going for cheaper 


and. Inferior quality products 
our research suggests this is 
now frequently not the eori- 


When 

to each purchase category (you 
are buying the food because 
you have to eat or. the car 
becau se the old broken 

down) then, when hard times 
happen, your only option is- to 
trade down. . 

]£ however, a significant pro- 
portion of each, and overy cate- 
gory of purchase is discretion- 
ary (you don’t really need the 
kiwi fruit and you just fancied 
a new car) you have available 
an alternative strategy: 
reduce your purchase 


queucy but not your funda- 
mental quality expectations. 

• Our evidence is that for most 
sectors the most popu- 
strategy has been to reduce 
purchase frequency but to 
maintain quality standards. 
For example, in the 12 wmnthft 
February 199091, at those cut 
their nn tfrttfh fi i r p on cars 
10 per cent "bought a 
new car than they 
have liked”. In the case 
of alcohol, of those cutting 
back, three-quarters have 
reduced frequency compared to 
only a quarter trading down. 
Most other sectors showed sim- 
ilar patterns, though food was 
split 50-50 between trading 


down and buying less fre- 
quently. 

These data suggest that we 
are well into the “I fancy it” 
rather than “I need It” con- 
sumer society. Quality, vari- 
ously and sometimes surpris- 
ingly defined, will become a 
progressively more important 
bams of competition to con- 
sumer markets. 

R Tyrrell, 


2-4 Tudor Street, BC4 
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representatives decide, no 
more no less. That would only 
be possible if the typical local 
authority raised its own 
finance. Indeed, the ideal sys- 
tem might be the Oxford and. 
Cambridge one, where the 
richer colleges pay a levy to 
help the poorer ones. As a 
more practical second best, 
central government support 
should be confined either to 
poorer councils or to those 
with unusually heavy needs. 

This would only be possible 
if there were either a massive 
Increase in local authority rev- 
enues or a massive reduction 
in the services for which they 
are responsible. Even If educa- 
tion were removed - which is 
the most widely canvassed 
reform - there would still be 
no chance of the proposed 
foyy being sufficient to 
cover expenditure. The old UK 
rates (both domestic and busi- 
ness), already which amounted 
to their prime to nearly 4 per 
emit of Gross Domestic Prod- 
uct. compared to an average 
yield of 12 per cent tor prop- 
erty to Organisation of 
Economic Co-operation and 
Development countries. Thus if 
we mean business about local 
responsibility - even for a 
much reduced range of ser- 
vices - there Is no alternative 
to another form of local tax, of 
which a local incomes tax fa 
the only real runner. 

The idea Is normally rejected 
with horror by Conservative 
gov e r nm ents and passed qui- 
etly over by Labour ones, 
because of the hleb headline 
tax rates to which the combi- 
nation of a national and local 
Income tax would give rise. 
According to an estimate bv 
David King of the University of 
Stirling, a local income tax of 


There is no real 
alternative to a local 
income tax, if we 
want to restore local 
responsibility 


I4p In the pound mighty be 
required for a rally locallst 
approach. (Local Government 
Taxation, USA, 2 Lord North St, 

London. SW12P 3LB). 

But, as Mr Wng hlmaalf 
points out, if the purpose of a 
local income tax fa to replace 
central government grant, 
rather than rates or the poll 
tax, then the arithmetic 
becomes very different. For the 
imposition of a local income 
tax then allows the national 
income tax to go down pound 
for pound. There need then be 
no change in the typical 
income tax WH- 

Local responsibility requires 
adequate local revenue in place 
of mere tokenism. 


BOOK REVIEW 

Hot boardroom topic 
goes to their heads 


I t is an issue as old as mod- 
mi capitalism itself and as 
contemporary as a take- 
over battle; what Is the proper 
balance of power between man- 
agers who run a business and 
shareholders who own It? 

The topic Is one of the hot- 
test corporate questions in 
America today and promises to 
grow even more contentious as 
the decade progresses. Yet 
more than two centuries ago it 
drew the attention of Adam 
Smith, who observed in the 
Wealth of Nations that direc- 
tors of publicly companies 
could not be expected to watch 
over the affairs of the business 
with the same “anxious vigi- 
lance” as a private partnership, 
with its own wealth at risk. 
Despite Smith's strictures, the 
joint stock company prospered, 
and there grew up around it a 
superficially appealing theory: 
shareholders, oy diligently 
monitoring the performance of 
the business, operated a power- 
ful system of checks and bal- 
ances on management. 

Yet most shareholders have 
neither the time nor inclina- 
tion for such vigilance, and 
their sheer numbers are an 
Impediment to collective 
action. Lite most golden ages, 
this one probably never 
existed, and It was certainly 
long gone to the US by the 
1980s, when an unprecedented 
wave of hostile takeovers put 
management and investors at 
odds as never before. The man- 
agers accused Shareholders of 
selling out the business from 
under them, without any 
regard to Its long-term well-be- 
ing. Shareholders in turn 
accused management of 
entrenching itself behind a 
series of artful legal barriers. 

There is a lot of truth to 
both arguments but the share- 
holders have the stronger case: 
daring the 1980s US manage- 
ments, abetted by state courts 

anil pnHHmnnq flwrkvnft to Sus- 
tain local companies, put to 
place an extraordinary range 
of measures designed to pre- 
vent takeovers and frustrate 
the right of shareholders - the 
people who ultimately 
employed the managers - to 
make a free choice. 

Out of the resultant frustra- 
tion was born the corporate 
governance movement, which 
is now growing fast and con- 


POWER AND 
RESPONSIBILITY 
By Robert Monks and 
Nell Miaow 

Harper Business. New York. $2223 

292 pages 


slats of Investors who try to 
make companies more account- 
able to shareholders. Over the 
past few years U has chalked 
up some big successes, either 
to quiet (Hucusslons with com- 
pany chairmen or through 
proxy, or shareholder voting 
battles. 

Robert Monks and Nell 
Mlnow are veterans of the 
movement and among Its most 
articulate advocates. Mr 
Monks, who once headed the 
US Labor Department’s pen- 
sion programme, founded Insti- 
tutional Shareholder Services, 
a firm that advises pension 
funds on how to vote their 
proxies. Ms Miaow succeeded 
him last year as bead of I5S. 

Their book is as near as one 
is likely to get to a table for the 
movement, and it has all the 
strengths and weaknesses of a 
peacher’s tract - powerfully 
argued, but one-sided, and 
iwpiiwpii to an over-optimistic 
view of the hereafter. 

Monks and Mlnow offer a 
good, simple account of the 
familiar corporate excesses of 
the 1980s - be It poison pills, 
“greenmail” *n<i tbw «hn«p* of 
employee stock ownership 
plans. Their questions about 
the composition of company 
boards - too often full of “yes 
men” - are useful, if a little 
sketchy, and the same applies 
to their strictures on excessive 
executive compensation. The 
average US board member, 
they say, now receives 157 
ti mes the pay of the manufac- 
turing worker, compared to 24 
times in the mid-1970s. 

But they overstate corporate 
America’s freedom from 
accountability, and their asser- 
tion that better governance 
will necessarily lead to more 
caring companies, anxious to 
align their policies with those 
of the community, is also dubi- 
ous. The prime concern of 
shareholders fa profits, not 
social or environmental issues. 

RHil, their broad diagnosis at 
the need for more corporate 


governance is sound. How to 
achieve it? Monks and Mlnow 
urge changes In company vot- 
ing rules and would like (while 
recognising this as unlikely) a 
federal corporate law covering 
governance Issues. 

But they pin their main 
hopes on US institutional 
Investors, the large fund man- 
agers which have grown rap- 
idly over the past two decades 
and now own 6ome 45 per cent 
of US stocks. It Is In their Inter- 
ests to improve the manage- 
ment of the companies in 
which they invest, since this 
should boost the value of their 
portfolios. 

Some, to particular the large 
public pension funds, which 
handle the retirement benefits 
of state employees, are already 
at the forefront of the corpo- 
rate governance movement. 

The Problem Is that many 
other categories of institution 
are not nearly bo enthusiastic. 
The running of corporate pen- 
sion toads - so-called Erisa 
schemes - is usually farmed 
out to fund managers who see 
no advantage in rocking the 
shareholder rights boat. And 
insurance companies, which 
also control large pools of 
investment funds, could be 
held back by commercial rela- 
tions with the companies. 

Monks and Minow argue 
that a powerful boost would be 
given to the movement if com- 
panies took responsibility for 
ensuring that their pension 
fund shares were voted. 
Indeed, they point out that 
Washington has recently given 
a strong series of nudges In 
this direction, with statements 
rtprfwring that Erisa fiduciaries 
who vote blindly, or do not 
vote or corporate issues, 
appear to be violating their 
duty to plan participants. 

But while this Is fine to the- 
ory, companies are unlikely to 
embrace the idea with enthusi- 
asm, for it will advance the 
very forces that threaten to 
curb their freedom of action. 

So while the corporate gover- 
nance movement wfll certainly 
gather pace over the next few 
years, and corporate leaders 
will ignore it at their peril, it is 
questionable whether it will 
have quite the force Monks 
and Mlnow would like. 

Martin Dickson 
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It book a long time, 
but now the free market has arrived in 
Central and Eastern Europe. And’ now, 
in post-Revol utio nary Czechoslovakia, 
Motokov ajL is more active than ever in the 
most competitive Western markets. 

This year, we expect 
to double our automotive exports. 
Motokov is cooperating with some of the 
West's largest companies, importing and 
distributing their products in our markets. 
We import high technology and raw 
materials. We arrange joint ventures. 
We negotiate barter and countertrade. 
And we provide financial services. 
Motokov is Czechoslovakia's largest trading 
company, until a turnover of about $2 billion 


Tel: 42L2.414 1111, Tetec lii 882. Fax; 42^434 616. Na sh* 63. 140 62 Prague, CZECHOSLOVAKIA MOTOKOV as. 



of the largest companies in all of Eastern 
Europe. We operate 20 subsidiaries in 16 
countries on five continents. With business 
connections in 110 countries, the Motokov 
family of 1.300 employees has solid 
experience in virtually every international 
market 

Traditionally, our main export product lines 
have been automobiles, trucks, tractors, 
agricultural machinery and tires. Our Skoda, 
Tatra, Zetor and Baruin brand names are 
well-known. But now we’re seeking to broaden 
our horizons with new ventures, bringing our 
40 years’ experience to new markets. 

In Eastern Europe, no one efse is big 
enough, or skilled enough, to fill our shoes. 
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Ghostly look haunts the grief of millions 

K.K. Sharma drove 300km to New Delhi past a people in a state of helpless shock 

S TUNNED by the news of 
Ur Rajiv Gandhi's assas- 
sination, millions of 


The insecurity of 


S TUNNED by the news of 
Ur Rajiv Gandhi's assas- 
sination, millions of 
bewildered and grieving 
Indians took recourse to a 
spontaneous "bandh” (general 
closure) across vast stretches 
of their country yesterday, 
closing all commercial estab- 
lishments and remaining 
indoors. 

Although reports of violence 
name in from some states and 
the authorities sounded a gen- 
eral alert as thousands of 
mourners in the capital. New 
Delhi, streamed past Mr 
Gandhi’s body, in large parts of 
the country people were obvi- 
ously in a state of shock, react- 
ing to the news with a sense of 
helplessness. 

Driving across four northern 
In dian states more than 300km 
from mountainous Himachal 
Pradesh, towns and villages en 
route to New Delhi, on what is 
normally a chaotically busy 
highway, wore a ghostly look 
which was both uncanny and 
strikingly uniform. 

Not a single shop was open, 
res tara unis refused to serve 
meals, petrol stations were 
declared closed and streets 
were, by and large, deserted. 
Small groups of no more than 
five or six people gathered out- 
side their homes to discuss the 
development quietly. 

There was no sign of the 
kind of violence into which the 
same .region erupted after the 
assassination of Mrs Indira 
Gandhi in 1964. Indeed, I saw 
many Sikhs walking or moving 
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A woman breaks down outside Teen Marti House 


about on scooters fearlessly. 

With such a response from 
what is usually an easily 
fnfiammahle part of the coun- 
try, there was little need for 
security measures. 

In Solan, the second largest 
town in Himachal, I was held 
up for about 10 minutes as a 
small crowd of about 20 people 
shouted pro-Rajiv slogans and 
blocked the main street The 
demonstration was brief and 1 
had no difficulty in getting 
through the normally h ustling 


town. 

Along the main national 
highway that took me through 
Hhnarhai , Punjab and Haryana 
before entering New Delhi, 
patroling by security forces 
was surprisingly light 

Although I heard reports of a 
curfew having been.declared in 
Ambala town and the army 
having been put on the alert 
patrolling by police and para- 
military forces was barely in 
evidence. In the normally vola- 
tile town of Panipat about 60 


kilometres from New Delhi, I 
saw two patrol cars carrying 
machine guns. 

But Panipat’s usually 
crowded streets were almost 
bare and there could not have 
been more tban a dozen 
vehicles on th» main highway 
running through the town. 

The patrol cars looked 
totally incongruous. Delhi 
- looked strangely sftnflar after I 
crossed the border towards 
evening. The fcaffin was unusu- 
ally thin, shops had put up 


their shutters and there were 
hardly any buses about. Offi- 
cial buildings flew the national 
flag at half mast, but there was 
not much patrolling visible. 

Only near Teen Marti House, 
where Mr Gandhi’s body lay, 
was there a marked change. 
Policemen were busily (Invert- 
in g traffic pedestrians as 
hundreds of thousands of 
mourners waited patiently to 
walk past the body and pay 
homage to the assassinated 
leader. 


EC states urged to pull economies closer 


By David Buchan In Brussels 


THE EUROPEAN Commission 
yesterday called on EC govern- 
ments to pull their economies 
closer together by submitting 
medium-term strategy plans to 
Brussels by the end of this 
year. 

Mr Henning Christophersen, 
EC commissioner responsible 
for macro-economic affairs, 
presented his annual economic 
report for 1990/91 which 
strongly urges southern EC 
states to curb budget deficits 
and Germany to master its ris- 
ing inflation rate. He said he 
hoped all governments would 
soon present so-called conver- 
gence plans, “preferably in the 
form of binding «mi mitnv» n te " . 

The Commission, spurred by 
the stress put on greater con- 
vergence by EC finance minis- 
ters eariier this month. Is try- 
ing to accelerate economic 
discipline measures well in 
advance of any actual moves to 
a single EC currency. 

Most of the draft monetary 
union treaties, tabled in the 
Inter-Government Conference 
(IGC) so Ear, have only called 
for individual governments to 
begin submitting their medi- 
um-term economic forecasts 
and policies for Community 
discussion and approval after, 
not before, the planned 1994 
start of the formal Stage Two 
transition to monetary union. 

But Mr Christophersen said 



Henning Christophersen: seeking binding commitments 


yesterday that “all Twelve 
(states) will have to have a 
dear picture of their medium 
term strategies before moving 
Into Stage Two". He hoped EC 
finance ministers would dis- 
cuss this at one of their two 
meetings next month. 

Revising earlier forecasts 
downward, in the light particu- 
larly of the Gulf war and 
sharper-than-expected reces- 
sion in Britain and Fiance, the 
Commission predicts that Com- 


munity gross domestic product 
will fall from 2.7 per cent last 
year to 1.25 per cent this year, 
before rising again to 125 per 
cent in 1992. 

This, in turn, will depress 
growth In the overall number 
of new jobs created; the total 
number of jobs is set to rise 
this year by less than half a 
per cent. These will not be 
enough to provide work for all 
those entering the labour mar- 
ket As a result, for the first 


tone since 1966, the average EC 
jobless rate will rise slightly to 
a 75 per cent this year and to 
9.25 per cent in 1992. 

Despite a decline in the rate 
of consumer price rises since 
the of the Gulf war, “infla- 
tion remains worryingly high 
for a period of slowing 
growth,” the reports says. 
Among the Twelve, the main 
change has occurred in Ger- 
many (most Commission data 
are still based on former west- 
ern Germany). German infla- 
tion, rising to a forecast 3.5 per 
cent this year and 425 per Cent 
next year, means that “thereis 
no room for relaxation of mon- 
etary policy by the Bundes- 
bank,” Mr Christophersen said. 

In the UK, “the situation will 
be much better next year than 
this year, except for unemploy- 
ment" which is forecast to rise 
from 8.5 per cent to 10.75 per 
cent, the commissioner said. 
The UK, the only Community 
economy whose output will 
shrink In real terms (minus 
2JS per cent) this year, will 
return to growth (pins 2.25 per 
cent) in 1992, Brussels believes. 

Mr Christophersen gave a 
foretaste Brussels' multilateral 
surveillance by issuing warn- 
ings to Greece, Portugal, Italy 
and Spain. He said: "We do not 
like specific countries to be 
singled oat too modi, but we 
need to be frank". 


Tokyo 
shaken by 
resignation 
of banker 


By Robert Thomson 

in Tokyo 


Bank calls 
for greater 
integrity 


Rebels advance on Ethiopian capital 


By David Lascelles 

in London 


THE BANK of England has 
warned merchant bankers that 
a poor reputation can damage 
a bank's business as weD as its 
name. 

In a series of meetings with 
bankers engaged in corporate 
finance, the Bank focused on 
“reputational risks”. 

One of its concerns Is the 
growth of innovative financing 
deals, including certain lever- 
aged buy-outs which the Bank 
believes poshed against the 
edge of financial probity. 

The meetings were disclosed 
yesterday in the Bank’s 
annual report on the state of 
British banking. It said: “The 
Bank attaches great impor- 
tance to the integrity with 
which banks conduct all activ- 
ities and the threat to reputa- 
tion which can occur If their 
business conduct Is called into 
question.” 

About a dozen banks were 
involved in the talks, which 
took place over a period of sev- 
eral months. 

Although the report gave no 
reason for the meetings, it was 
dear that the Bank was 
prompted by the numerous 

scandals that have rocked 
merchant banks in recent 
years. 

Background. Page 8 


Continued from Page 1 

persuade them to pressure 
the rebels to accept a ceasefire. 

“The rebels don’t realise 
they have won,” said one west- 
ern ambassador. “It is over. 
The rebels must understand 
this is a different regime and 
the government is suing for 
peace even if they are not pre- 
pared to say that publicly.” 

But foreign nations, who 
were meeting rebel leaders in 
London and Washington yes- 
terday, appear to have little 
influence over the rebel groups 
who have not so far stated 
exactly what they want from 
the new authorities. “The mili- 
tary momemtum is still way 
ahead of the political momem- 
tum,” said one observer. 

Several diplomats described 
Mr Gebre-Kidan, a former gen- 
eral who commanded troops in 
Eritrea, as a man genuinely 
interested in ending the war. 
However, the government has 


refused to halt the total mobili- 
sation campaign, a move which 
would be taken as a sign of 
goodwill by the rebels. 

Three thousand troops of the 
presidential bodyguard, with 
about 100 tanks, are the last 
remaining military obstacle to 
a rebel seizure of the capital 
which, observers say, could fall 
in two or three days. But the 
consequences of that would be 
enormous. 

“Tens of thousands of bleary- 
eyed, drunk soldiers flooding 
into Addis Ababa is inviting a 
crisis," said one western diplo- 
mat “Foreigners would evacu- 
ate, the famine effort to save 6 
million people would disinte- 
grate and anarchy could 
quickly take over." 

“The new government has 
definitely made positive steps 
but the rebels are a bit intoxi- 
cated with their apparent suc- 
cesses and may not want a 
political settlement" said Pro- 



fessor Mesfin Wolde Mariam, 
the recent author of a plan for 
peace and democracy. 

Whether this happens or not 
will depend on the govern- 
ment’s willingness to commit 

itself publicly to concessions 
and the rebels' acceptance of a 
negotiated settlement at peace 
talks in London next Monday. 


became the vice-president of 
Janome. with the apparent 


Cresson advocates EC-wide industrial policy 


Continued from Page 1 
Cresson indicated that she 
would follow the established 
line set by the preceding gov- 
ernment of Mr Michel RocartL 
She said that France should be 
proud of its balanced economic 
situation, “praised by our 
partners as the fruit of a virtu- 
ous policy”. 

The French prime minister 
said this success was based on 
a strong franc, restrained 
inllation, controlled public 


spending, and stabilised tax 
levies. 

“These achievements are our 
tramp cards”, she said. “I 
intend to consolidate them.” 

But she said that one of the 
functions of the new super- 
ministry of Finance, Industry 
and Trade, would be to 
“favour the orientation of pub- 
lic finan ce resources in the 
direction of industry”, without 
however spelling oat how fins 
would be achieved. 


In the wake of the Gulf war, 
Mrs Cresson said that the 
French government would 
make proposals, in liaison 
with the US, on the limitation 
of arms sales and to ensure 
non-proliferation of weapons 

of mass destruction. 

Moreover, she predicted that 
the French army would in 
fature be adapted so as to be 
“stronger, more compact, bet- 
ter equipped, better led”. 


Janome,. with the apparent 
knowledge of SaHuma Bank. 

As is common in corporate 
Japan, the bank had tradition- 
ally seat executives to the sew- 
ing machine maker, which Is 

now ran by a new set of offi- 
cials from the hank. 

Mr Mt mmi mM he Ha d con- 
sidered resigning earlier this 
year, but had wanted to ensure 
the merger with Kyowa Bank 
was conducted smoothly. 

He said the hank was under 
great pressure from Janome to 
laid the Y30bn to the g<«Mn 
group and had repeatedly 
turned down the requests but. 
In fite end, felt that it had to 
hand over the funds. 
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JAPAN’S financial world was 
shaken yesterday by the resig- 
nation dr a lpaHiwy banker, Mr 
Takeo Masuno, president of 
Kyowa Saitama Bank, for his 
institution's dealings with a 
speculator group now lacing 
trial on charges of share price 
manipulation. 

The resignation is the sec- 
ond by the head of a loading 
Japanese commercial bank. 

Mr Masuno had been presi- 
dent of Salta mn Bank, which 
merged with Kyowa Bank last 
month to form the c oun try’ s 
eighth largest bank, and he 
had authorised YSObn 
($215.8m) in loans to the 
Koshin speculator group, 
headed by Mr Mitsukiro 
Kotani who has been charged 
with allegedly manipulating 
share prices. 

Koshin had co r nered shares 
in Janome Sewing Machine, 
Japan’s second largest sewing 
machine maker and closely 
linked to the Saitama Bank. It 
is alleged the Koshin group 
had threatened to transfer its 
shareholding in Janome to 
another company in 1989 
unless the sewing machine 
maker pressed Saitama bank 
for the YSObn. . 

Mr Masuno, whose resigna- 
tion was accepted by an 
extraordinary meeting of the 
bank's board, said the loans to 
Koshin had “aroused public 
criticism and caused great 
trouble”, and he must take 
responsibility for this damage. 

He will remain as a “direc- 
tor-consultant” for the time 
being, while the bank's 
vice-president, Mr Shigehiko 
Yosttno, will replace him. 

Janome’s management has 
already been reshuffled, as the 
company was also caught in 
the Y300bn collapse earlier 
this year of Nanatami, a prop- 
erty developer and stock spec- 
ulator which had bought the 
sewing machine maker's 
shares in with Xndihi 

after 1986. 

Mr Hasayuki Yasuda, Nana- 
tomi's president, eventually 


The City of London may or 
may not be better than it was 
at forecasting profits of UK 
companies. Where its own 
bricks and mortar are .con- 
cerned, there is certainly non 
for im pro vement. Yesterday’s 
news of a 28 per cent fall in tte . 
value of Land Securities’ City 
portfolio exceeded the market’s 
worst fears and underlines the 
extent to which rental expecta- 
tions toe* a tumble in the first ' 
quarter. LandBecs may have 
had some catching up to do 
after its last surprisingly resil- 
ient net asset performance. But 
that alone, cannot -explain the 
sharp difference between these 
figures and those reported by 
companies with a December 
year-end. 

Just as striking are the cau- 
tious comments about- rever- 
sionary growth. LandSecs has 
plenty of bine chip tenants, but 
scope for rent increases is 
plainly much reduced: The 
implication is of a marked 
slowdown in profits 'growth 
over the next couple of years, 
raising questions over Land- 
Sec’s ability to maintain its 
impressive dividend record. 
The company will not want to 
disappoint its followers, but 
may need to be flexible when it 
comes to futare dividend cover. 

At SZlp, down 9p on the day, 
LandSecs stands at a 22.5 per 
cent discount to the latest net 
asset value or 15 per cent on a 
prospective figure of, say, 610p. 
The generous rating is appro- 
priate enough for a quality 
stock in nervous times. There 
may also be an argument for 
narrowing discounts through- 
out the sector in the light of 
lower capital gains liabilities, 
though fids should not be over- 
done. The real question for 
investors is whether 
will be the most exciting per- 
former when the market 
finally turns. History would 
suggest otherwise. There are as 
yet no signs that the company 
is about to turn more aggres- 
sive thfa rime round, or to take, 
action to buck the trend. Its 
solid but boring reputation 
looks secure. 


WH Smith 


Share jatorafativB k> she 
FT-A Stores Index 
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rules, in hotels, jtarafc* V 

well-publicised effects of tfth 
Guff war, the undeilythff wtf- 
formance Iooks >Mttft tsa& 
expected. Bfngo bos proved: 
remarkably xesflieut. Cotal 
Racing is now up for sale, but ' 
is hardly likely to fetch a top ; 
price wbQe it remain* unclear 
whether William Hill la also 
co ming on the market.- 


*’ T ' 


no upturn in business this side 
of Christmas. It cannot quite 
be dismissed from the winners* 
camp, all the same. 

Smith’s strategic advantage 
lies in market dominance in 
books, records and office sup- 
plies. Trftte the big food retail- 
ers, it is oat to put pressure on 
competitors in the downturn 
by exploiting its access to 
equity finance. Together with 
the cas h coming from the sale 
of its television and travel 
businesses, the issue wfli pro- 
vide it with two-thirds of its 
£300m investment bill over the 
next three years. With luck, 
the business should then be 
generating enough cash to 
ensure that rights issues do 
not become a habit This one, 
which involves dilution in fam- 
ily control, is fiie first tn the 
company's history. 

Yesterday's surprising 4 per 
cent jump in the shares does 
little to reverse the relative 
weakness since the disappoint- 
ing interim figures in January. 
But part of the problem has 
bad to do with balance sheet 
constraints. Now that conser- 
vative financing has been 
added to the company's other 
defensive characteristics, file 
shares have then attractions at 
a time when the outlook for 
consumer spending is as. 
murky as ever. 


that Bass is.aimtng to acquire 
a premium lager in Europe. , 
But it already owns Britain’s 
leading 1 brand in Carting Black 
LabeL And with over SJWG.^ 
pubs still to seQ by l992,lt hat =. 
enough to do at home. 


UK economy 


Bass 


W.H. Smith 


In the context of recent 
rights issues, yesterday's 
£I48m call from W.H. Smith 
lies between two extremes. On 
the one hand are the winners 
like Tesco and Argyll, looking 
for funds to widen the gap 
between themselves and the 
competition. On the other are 
the losers, desperately seeking 
to restore their balance sheets 
white talking of opportunity. 
Smith is overgeared, is fore- 
casting a continuing decline in 
underlying profits and expects 


Bass always promised that 
this would be a difficult year, 
so yesterday’s 16 per cent drop 
to £209m in interim pre-tax 
profits came as no surprise. 
The disappointment was rather 
that the statement offered so 
little insight into the real 
extent of the challenge, or 
indeed why March’s {558m 
lights issue was needed in the 


first place. 
In brewii 


In brewing, for instance, it is 
hard to tell how much of the S 
per cent fall in beer sales vol- 
ume was simply due to the 
enforced disposal of pubs 
under the new government 


Nevertheless, the consensus 
probably remains that the cur- 
rent quarter will be the last of 
the recession proper. Whether 
the forecasters hold their nerve 
as the third quarter proceeds 
remains to be seen. It is also 
worth noting that retailers 
soda as Marks and Spencer last 
week and WJL Smith yester- 
day seem to be developing a 
consensus of their own. 
whereby consumer spending is 
no longer expected to stow 
any recovery before 1992. The 
reasoning is that unemploy- 
ment has overtaken interest 
rates as the focus of concern. 
Until people are rare of their 
jobs, the savings rate will not 
recover; unemployment, as the 
retailers are reflecting. Is a lag- 
ging indicator. 
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Without us, 
they’d be sinking fast. 


Deep Sea Seals is just one TI Group company whose critical successes know no bounds. 

For example, their watertight seals for power boats have raced rigbr across the Atianrir 

with the Virgin Atlantic Challenger : . » 

Without them, hopes of victory would have beensunk. 


We get the critical answers right 




As dor the rights issue my*- ' 
toy, one answer may be that 
the company, simply underesti- 
mated the cost of denting with 
the shake-out in pubs and. 
brewing simultaneously with,, 
the recession and the p rocess 
of digesting hs hotels a c qtrt al- 
tkjnTff that Is the case, a stow 
improvement now looks on the. 
cards. Another possibility fa - 


Yesterday’s figures on UK 
output in the first quarter 
mate it fairiy dear that this 
recession wifi prove the second - 
worst since the Second World 
War, tailing only behind that . 
of 1980-81. What is still uncer- 
tain is how far the rate of 
fWKrw is slowing. In the three 
recessionary quartern reported: 
so far, the bald figures show a 
drop hx GDP of 1.4 per cent, 
then 0.9 per cent and now QA 
per cent However, the trend is 
a good deal less clear when the 
err a tic influence of North Sea 
oil is excluded. In any case, the 
anecdotal impression is that, 
whereas the decline in the 
economy may have eased in 
March in the aftermath of the 
Guff War. there may. have been' 
re n ewed weakness since. 


sitin' 
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The bankas have been accused of failing to pass on to 

customers the benefit of official policy, writes Peter Bruce. But 

mergers this month promise a new spirit of competition. 

Meanwhile, Madrid still faces a monetary problem which, if 
unresolved, may mean realignment of the peseta in the ERM. 





new cloth 


«> 

PREDICTING anything about 
Spain Is a dangerous pastime. 
By- the beginning of this year,, 
the country's banking sector 
~ looked set to tumble into the 
{'fig European Community’s single 
market just about intact. 

4 --- ^ ^ a The merger fever of 1988 and 
b 1989 was over. Much to the 

- government’s irritation, bank- 
era appeared to have decided 

!■*-, that they were best off alone, 

’■ leaping steady and sometimes 
e x tr ava gant profits from their 
traditional retail businesses, 
CTjV Inste ad of c oming together to 

form big irmHIntlmig to COm- 
_ pete in Europe. 

"■7 - * In the space of two weeks 
■ ~ •* i pdg month, that scenario was 
5: turned on its head in spectacu- 
lar fashion. First, at the begin- 
ning of May, the government., 
took the initiative by announc- 

- Xi;ing that it planned to merge aQ 
:i ' i its financial institutions into a 

- ^ ---.new body, the Corporacion. 

'i Pancarla de Espana (CBE) 

■ which, with assets of 

- ■ PtaS.SOObn (*78JSbn), would 
' become the biggest In the 

• country. 

Then out of nowhere, it 

- seemed. Banco Central and 

- Banco Hlspano Americano, two 
large private-sector cammer- 

-'dal banks, announced that 
; .^they were going to merge, 
-x - making them the biggest Span- 
ish bank, with assets of more 

- 7 than Pta8£00bn. The finance 

ministry was ecstatic, and 
■ . .Spanish banking had funda- 
. j. ^:men tally changed, with 
^younger men rising to Hw top 
— the most powerful institu- 

- - v^tlons in the land. 

- ~ A new corporate cloth is 

.. *- being cut in Spain to fit the - . 

V aspirations of its socialist rul- 


ers. Big banks, blessed with 
government forgiveness on the 

jw plml pliw ar fiflBg frftm 

revaluation when they merge, 
are much easier to control 
then the tiny fipfdrrmw m« by 
stern, and usually conserva- 
tive, patriarchs. 

Two things had bothered the 
government. Enthusiastic 
about a united Europe, it has 
badly wanted to create Spanish 
institutions big enough to 
make their presence- felt 
beyond Spain’s borders. Mr 
Francisco Luzon, ^ 43-year- 
old uresidsnt of Wmiwi Exte- 
rior, the state-owned bank that 
will probably lead the new 
CBE, has begun to warn that, 

nwlwn Spanish Hawlca Iwnypo 
big enough, they will not be 
able to wean themselves off 
their dependence on retail 
banking, and may be to 
bank for those few Spanish 
companies powerful enough to 
do business and invest abroad. 

But Madrid also has a 
chronic monetary problem 
with its neighbours. Since 
entering the exchange rate 
. m echanis m of the European 
Monetary System two years 


ago, the peseta has stuck 
fiercely to the top of the 6 per 
cent band, within which it is 
allowed to fluctuate against 
meet other ERM currencies, hi 
the last few months, the Span- 
ish have been forced into a par- 
ticularly uncomfortable posi- 
tion against the French franc, 
which has been trading at the 
bottom of its band against the 


The Bank of Spain has cut 
Its official intervention rate 
twice this year, from LL5 per 
cent to 12.75 per cent; hut pres- 
sure on the peseta did not ease 
the first time, in March, and 
may not do so following the 
SeCO&d ent. ppH ig r this m onth 
The removal in April of Spain's 
last capital controls, to encour- 
age an outflow of funds, has 
not worked yet either. 

Spain's high real interest 
rates have made it extremely 
attractive to foreign investors, 
but the government worries 
that any large cut in fwt * r e * t 
rates would rekindle demand 

anil ytwd inflation rising a gain 

The problem now is to find a 
nan-inflationary way to bring 
interest rates (town. 

The solution seems to lie in 
the way the catting is done, 
and the banks are *h« problem. 
Two of them. Banco Popular 
and Banco Santander, rank 

among the five mqat p mf l tahla 

in the world. The country is 
studded with mors than 16,000 
hn ^V branches, "I* to mewtirtn 
savings banks, which stOl rely 
almost entirely on traditionally 
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Wide tetail mar gins tO 
their money. In times of con- 
sumer recession, Spanish 

hanfca malra pr ntlt* by dispos- 
ing of industrial or financial 
assets. 

Foreign banks have mad* 
very little impact on the way 
Spanish banka make their 
money. In feet, they have 
tended to join the fray, which 

is not n w r p Hyring it is 

very lucrative. Beta 
in Spanish frriMng are 
than in any other member of 
the EMS. 

This cosy lifestyle appeared 
to have met its «md in mid- 
1989, when Banco Santander 
suddenly launche d a high-in- 
terest-bearing current account 
Meet of the others, d esp era te 
not to lose customers, fouowed 
suit Total net profits in the 
sector fell from 1JM per cent of 
total asse ts to Just over L5 per 
cent, after having risen from 
L4 per cent In 1989. Not but- 

n rl«?mHy flw Hg r nmn iarrliil 

banks are now cm the retreat, 

witifti g lwA o n h tmg q fl gm a 

to savers. But they have man- 
aged so fer to avoid cutting 
their lending rates. The 
finance minister, Mr Carlos 

Snlrhgg n | him aw^iail thpm of 

deliberately not passing the 
benefits of policy on to 

consumers. 

Mr Solchaga turned to his 

old fHimil imd former famVtng 

«niiw«ig iMi l Mr Luzon, whom he 
imd mrad in fggg to run and 
turn around Bmkw Exterior. 

For 14 months, Mr Luzon’s 
team at Exterior worked on 
piom to construct a large pub- 
Uo-sector bank; and earlier this 
month Mr Solchaga announced 
that Exterior, the Cq]a Postal 
(the post office savings bank), 
the Banco de Credtto Industrial 
and the Institute de Credito 
Ofidal (which groups the conn- 
tr y's bi ggest m unic ipal, agri- 
cultural and mortgage lenders) 
would pool their resources — a 
merger in all but name — to 
become the biggest banking 
in Spain. 

ie. new bank, the CEE. . 


would be, initially at least, a 
toid of go v e rnment policy, and 
throw itself into competition 
with the private hanfcn. to try 
and force commercial rates 
down. The sudden appearance 
of a merged Banco Central and 
Hlspano Americano seemed to 
rfmjpkmwmt the effort, **»d the 
authorities are now looking 
forward to a renewed spirit of 
competition among the ranks, 
more confident following their 
merger than before about liv- 
ing with narrower lending 

marghifi- 

It may well turn out to be 
true that bigger banks are bet- 
ter able to deal with lower 
retail lending rates, but the 
CBE Is probably going to have 
to press its competitors hard. 
Central and Hlspano, agag L 
are vastly overstaffed and over- 
branched. and face a painful 
paring Of TTri pnaftenHnc before 
Banco Central Hlspanoameri- 
rann beg ins to fl» the Mud of 

competitive muscle the govern- 
ment hopes it will achieve. 

In the absence of a quick 
solution to the interest-rate 
dilemma, through the creation 
of bigger banka, some senior 
Spanish economist are also 
la jlniilwg tO bet On a «aw»l 1 
"fast track" possibility. Spain, 
they say, may have to realign 
the peseta upwards in the 
ERM. 

With the currency overval- 
ued and domestic consumer 
thirst apparently nnquenched. 
following the HfHng of credit 
restrictions, rapidly growing 
domestic money supply and 
credit ft to be 

a helpful EMS member by cut- 
ting rates. 

Silence from the business 
sector, the argument goeB, 
probably means that it has 
nothing to complain about at 
the moment, and could absorb 
a stro n ge r peseta. A s tro nger 
peseta would cheapen imports 
and lower inflation. Filially, 
hi gher bum parities for the 
peseta would make it easier for 
the currency to move Into a 
narrower fluctuation band. 

Industry would, without 
about a stron- 
if a realignment 
able to help cut 
terest rates, the 
rage would be muted. Perhaps 

Hw gnvHi nra a nt, now that its 

grand design for the hanMng 
sector is up and running, 
might feel bold ennng h to take 
the feet track as well- 


doubt, 
BBT 
wore 
domestic 
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■ The Bank of .Spain has cut its official Intervention rate twice this year, from 14£ per cent to 12.75 per cent 


Ashley Ashwood 
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11 THE ECONOMY 
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.1989. 

■ -1S90 

Total GDP fSbn) 

379.0 

497.4 

Rauf GDP growth (%) 

52 

3.6 

GDP per capita 

9.669 

12,472 

Consumer prices (% change pa). 

6.8 

• 6.7 - 

Unemployment (% of lab force) 

162 

16.0 

Industrial Prod. (% change pa) — 

52 

•0.6 

Tourism receipts ( 5 bn) 

16.1 

18.6 

■as % of GDP 

42 

■ 3.8 

Reserves minus gold ($bn, year end)... 

41.5 

512 

Ml growth (% pa, period avg) . 

16.1 

'22.7 • 

Bank of Spain ra to* (% pa, year end}.. 

14.5 

‘ 14.7' - 

Govt bond yield (% pa, period avg) — 

13.7 

14.7 

Madrid SE Index (% change over 

year).-. . . 

+8.1 

-24.8 

Average exchange rates— 



Pta/S ....... 

118.4 

1012 

pwp .. . , , . 

193.7 

161.0 : 

Pta/DM 

62.9 

63.0 

Current account balance ($bn) 

-n* 

-15.7 

Exports (Sbn) :. 

444 

56.4 

Imports 

71.4 

87.5 

Trade balance (Sbn).. 

-27.0 

-32.1 

Main trading partners (1990, % by 


value): { 

Exports Imports 


20.8 

14.7 

West Germany. - 

13.6 

168 


10.7 

10.1 

uk” — — 

9.0. 

72 

USA - - 

5.8 

8.3 


69.4 

652 
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- Richard Lapper examines the health of the banking sector 

Branches may be pruned 


TIMES ARE getting tougher for 
Spanish hanks As the country 
prepares for the single Euro- 
pean market in financial ser- 
vices, margins on core lending 
activities are being eroded, and 
rising debt levels are also hit- 
ting profitability. 

Banks are being forced to 
look at ways of making their 
extremely dense branch net- 
works more efficient According 
to Mr Joaquin Tamames, an 
analyst with the AXEL Group, 
“the market will get tougher 
and thin will affect h anks in 

both the raising of capital and 
deposits*! 

In 1990, though, total net 
profits, as a percentage of total 
assets, fell from L54 per cent to 
1.52 per cent having increased 
from 1.4 per cent in 1988, 
according to figures produced 
by the Association Bancaria. 

Spanish banks have tradi- 
tionally been very profitable, 
because they have been able to 
secure cheap deposit bases and 
lend at relatively expensive 


Bank owrerowdtag 


fc ihab tt an t a 
per branch 


Luxembourg 

1280 

Spain 


Denmark 

2.645 

Belgium 

2.747 

Netherlands 

3.712 

UK 

3£20 

Ireland 

5.050 

Greece 

5377 

France 

5.680 

Italy 

5,832 

Portugal 

5*37 

Germany 

8*82 

Source: EEC 


rates. This lending margin was 
equal to 4.4 per cent of total 
hank ngngfet in 1989 — the high- 
est rate in the EC outside Por- 
tugal and Greece. 

Earlier this year, a survey 
listed two Spanish himfai which 
specialise in retail business. 
Banco Popular wn d Banco Sait 
tander, among the five most 


profitable banks in the world. 

Last year, however, profit- 
ability was adversely affected 
by competition, especially over 
interest-bearing current 
accounts. Although Barclays 
Bank's Spanish subsidiary 
started the ball rolling in 1986, 
the war of superaccounts, or 
guentt de supemuzntas, realty 
started in earnest in September 
1989, when Santander 

increased fire rates on its stan- 
dard «» wn t aww m t Santan- 
der launched a nationwide 

a ^ y » ; H «ihy fflmp il p n — mrnt - 


efied an Barclays own approach 
- to drive the fact home. 

Several of Santander's lead- 
ing comp etitor s eventually fid- 
lowed suit, but the gradual 
iiodinB in Spanish interest 
rates over the past year has 
reduced the room tor manoeu- 
vre available to banks. Analysts 
believe that the war is over. 

The results have been quick 
In coming. The decision by 
ibnm Central and ffls- 
pano Americano to merge ear- 


w ELCOME TO SPAIN 


The Mercapital Group welcomes you. If you wish to invest in 
Spain on a profitable basis you should be aware of the 
extensive services that the Mercapital Group has to offer. The 
Mercapital Group includes its London based corporate 
finance affiliate Campbell Lutyens Hudson & Co. Ltd. 

Mercapital Group activities include the following: 


Investment banking with 
strong domestic and 
international connections. 

Mergers, acquisitions 
and divestments. 


Assistance in the search 
for financial institutional 
partners for specific 
projects. 

Management consultancy. 


her this month is, in part at 
least, a response to their belief 
that they need to be bigger hr 
order to be aide to spread their 
business beyond their tradi- 
tional retail boundaries. That 
realisation was ai«i hammer ed 
home by a decision by a Gov 

w w wi a rf i » m w »rinriv ft i wl n tb ri 

with the way the private banks 
fwnnr ^ to be barricading them- 
selves In their own firfdoms, to 
m e r ge all the public hawfcg into 
tiie biggest bank fat the country, 
led by Banco Exterior, which, 
authorities «H< I, would “act 
I wlliw T pntly In Hw mSEkciB”. 

Nevertheless, Mr Tamames, 
believes Santander haa emerged 
as the rf«»r winner, increasing 
its market share among the 
so-called big seven Spanish 
hanks by L7 per cent between 
Ikamlwr 1989 and September 
1990. Santander s private sector 
deposits rose by 21 per cent 
over fids period. 

At the beginning of April, 
Santander announced a cut in 
Its mortgage lending rates, 
indicating to some observers 
that the competition- may 
switch to that fr imt. 

However, that seems 
qnfflody Hank landing for per- 
sonal loans has increased in the 
past two to three years, but 
loans to individuals still 
account for less than 80 per 
cent of outstanding bank 
assets. In addition, the mort- 
gage market is still heavily 
dominated by savings banks 
such as the Ceja de Madrid and 
the Cal xa and th e state-run 
Institute Hipotocario OfldaL 

Unlike hwnka, Banesto 
did take part in the deposits 
war, marginally increasing its 
market share; hut its president, 
Mr Mario Conde, says: “A credit 
war would be completely mad. 
Banks biggest problems are 
always baddebta" 

Although Spain nbnuid avoid 
a recession (the government 
e x p e c ts economic growth of 4 
per emit this year), the number 
of bad debts is rising. 

Instead, competition is likely 
to focus on other areas. Banks 
will attempt to increase the 
sales of nan-financial products, 
such as life insurance. Already, 
alliances bet ween banks and 
insurers have been mushroom- 
ing, with banks receiving coan- 



Banco Santander realty started Ilia auparaccounts war, when B Incr e ase d Bs currant account rata In 1989 


Spain’s top Wnuctol toetWwthme (Pta tot) 1 


"Assets 

Equity 

capital 

Deposits 

No. el 
branches 

1 Central Hispanoemertcanot 

8,800 

490 

5.769 

4.612 

2'Cbrporadon Bancaria de Espana 

81300 

485 

3245 

1203 

3 Banco Bilbao Vizcaya 

7,700 

530 

5,372 

2.785 

4 La Calxa" 

5200 

286 

3,612 

2296 

5 Banco Santander** 9 

3,100 

408 

3282 

1285 ' 

6 Banesto 

3,600 

. 375 

2,782 

2,681 

7 Caja Madrid" 

2^00 

185 

‘ 1,838 

937 

8 Banco Popular 

1,400 

150 

1.829 

1,657 

tAeamtog nurgr bMma Banco Cartrri amt Sanaa ISpan Americano to minimal *Aa At 31.IUD -Sawtnga bank 
— Before WX acquMWm at Ffcat WdaBy Source; FT Utomtei 


missions for policies, sold 
through ibrir branches. 

Santander haa developed 
relationships with the US com- 
pany Metropolitan Life, with 
which it has fanned a Joint ven- 
ture. Mr Mafi a s Rodriguez 
Indarte, executive vice-presi- 
dent of Santander, says: "We 
think it is a Add well worth 
pursuing in the future. By any 
int m rmtionni standards, insur- 
ance is underdeveloped in 
Spain.” 

Hie believes that it is rela- 


tively easy tor hank staff to sell 
life products that have a finan- 
cial component, such as many 
savings orie n te d contracts. 

Banks are also Ukely to seek 
to reduce their overheads. Fig- 
ures produced by the Associa- 
tion Bancaria show Spain to be 
the most heavfiy banked coun- 
try in the European Commu- 
nity. Average expenses are 
hi gher t han in every European 
country apart from Ireland and 
the UK (both of which compen- 
sate by lending more profitably 


and by selling other nan-finan- 
cial services) and Portugal. 

Traditionally. Spaniards have 
tended to bank with those 
branches closest to their 
homes, and convenience has 

beat an important piement in 
influencing which institution 
customers choose to bank with. 
Spain has more banks per 
inhabitant than any country, 
apart from Luxembourg, and on 
average Us 16,623 branches 
make loans of only Eco8, 483,000 
- lees than half the amounts' 


Iflnnwl by Italian bqnkp, and 
considerably lower than any 
other country except Greece. 

Bankers such as Mr Rodri- 
guez believe, this pattern will 
change as Spain becomes a 
more urbanised society, and 
customers begin to make more 
use of mwiinniw f cash points. 
Mr Tamames says that many 
more hanks will rationalise 
their operations: “Smaller but 
better qualified staffs, backed 
op by data-processing systems 
and less centralised decision- 
making, are necessary.” 

Santander has around L000 
branches, compared with the 
ZJ000 to 3 JO 00 branches operated 
by BBV, Banesto and Banco 
Central, so is under less pres- 
sure to cot its network. 

In the short term, banks will 
seek to sell off subsidiary net- 
works. Last year, for example. 
Banco Santander sold its 
Banco Commercial Espanol 
brand to Credit Lyonnalse. 
This year. Banco Santander 
sold another of its subsidiaries. 
Banco Jover of Catalonia, to 
Credit Lyonnais. Banesto is to 
sell its Catalan unit, Banc 
Catala de Credit to Istltnto 
Bancario San Paolo di Torino 
of Italy. 


Buy-outs and capita! 
restructurings. Advice 
on the Identity of targets 
for the acquisition of 
minority or controlling 
interests. 

Advice on ail forms of 
domestic and international 
capital market financings 
including Initial 
Public Offerings. 


Corporate banking. 

Specialised financing. 
Including leasing and 
mortgage backed financing. 

Private banking including 
personalised asset 
management services. 

Fund management 

Brokerage. 


If your interests are in Spain, Mercapital can help you 


A major financial organisation working for you 
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Foreign banks have not found it easy to operate in the Spanish market 


Equity can help offset entry costs 


-ANYONE CAN make 
projections in Spain, and on 
paper it looks great,- says the 
chief executive of Barclays 
Bank in Spain, Mr Carlos Mar- 
tinez Campos. But in practice 
foreign banks have found oper- 
ating in the Spanish market no 
easy task. 

Indeed, Mr Martinez Campos’ 
bank is one of the few foreign 
entrants to have made worth- 
while progress since its estab- 
lishment m 1983. Even then, Us 
branch network of around 2S0 
- established from virtually 
zero in 1983 - is dwarfed by 
file operations of Spain's big 
seven domestically-owned 
banks, which account for 
around 80 per cent of commer- 
cial hank assets. 

Although Barclays' Spanish 
operation made a very respect- 
able £41m profit in 1990, 10 of 
the 46 foreign banks licensed to 
operate in Spain incurred 
losses last year- By contrast, 
only two of about 100 Spanish 
banks -lost money. 

Until recently, entry by for- 
eign banks was highly 
restricted. Only a few foreign 
banks were allowed to operate 
under the government of Gen- 
eral Franco. Foreign banks 
have been allowed to enter 
since the late 1970s, but the 
number of branches they have 
been allowed to establish has 
been restricted to three. 

Exceptions have y been those 
banks that have token over the 
/ 


licenses of local banks that 
were liquidated following 
Spain’s hanking crisis in 
early 1980s. Barclays bought 
the operations of Banco de Val- 
ladolid; Citibank bought Banco 
de Levante; and Banque Nat- 
ionals de Paris bought Banco 
Lopez Quesada. 

Barclays was able to buM 
up its branch network by back- 
ing np its Investment in a 
retail network with skilful 
marketing of a wide product- 
range, at a time when when 
Spanish banks lagged behind 
their European competitors. 

The bank a nt icipated by two 
years the much broader 
changes In Spanish banking of 
the late 1980s, when it 
launched its interest-bearing 
current accounts in 3986. Its 
decision to introduce a distinc- 
tive feel to Its branches, mak- 
ing strong use of the bank’s 
logo and turquoise colour, 
helped to establish a brand 
image which was supported by 
aggressive advertising. 

According to Mr Martinez 
Campos, a measure of Bar- 
clays' success in this respect is 
the adoption of its methods by 
leading Spanish banks. Banco 
Santander has been a particu- 
larly adept disciple. 

But other banks have been 
less successful. According to 
Mr Joaquin Tamames, of the 
AXEL Group, some of the US 
banks have expected Spanish 
bank customers to behave like 


their American counterparts, 
and have opted to scale down 
their retail operations. More- 
over, with local banks now 
much quicker off their feet 
than they were in the early 
1980s, foreigners no longer 
have the same competitive 
advantages. 

Nevertheless, over the past 
two to three years, French,. 
Italian, German and British 


Abbey National has 
entered a joint venture 
with the Swiss insurer, 
Winterthur. It hopes 
to sell loan products 
via Winterthur’s 
extensive network of 
offices in Spain 


banks have been the most 
prominent investors of late. 
Last year France's third big- 
gest bank. Credit Lyonnais 
acquired a Banco Santander 
subsidiary. Banco Comerciai 
Espanol, and aims to open 250 
branches by 1992, compared 
with 129 at present Credit 
Lyonnais followed this up by 
buying another Banco Santan- 
der subsidiary. Banca Jover of 
Catalonia earlier this month . 

Deutsche Rank has recently 
increased its participation In 
the mainly Catalonia-based 
Banco Comerciai TransatLan- 


tico from 65 per cent to 96.8 per 
cent National Westminster is 
another European bank that 
has recently set up operations 
in Spain, taking over the 
operations of Balearic Islands- 
based Banco March, on the 
Spanish mainland. 

Britain’s Abbey National has 
entered into a joint ventnre 
with the. Swiss insurer, Winter- 
thur, whereby it hopes to sell 
loan products via Winterthur’s 
extensive network of local 
offices in Spain. The Italian 
bank fstftuto Bancario San 
Paolo di Torino has also been a 
buyer, taking Banc Catala de 
Credit off the hands of Ban- 
esto, again earlier this month! 

The preparedness of Spain’s 
bigger banks to unload some of 
their subsidiaries will continue 
to provide opportunities. for 
foreign banks. Credit Lyonnais 
paid PtaSObn (3472m) for Banco 
Comerciai, 19.5 times the 
bank's 1990 earnings. 

Meanwhile, there are signs 
that foreign ba nks , and finan- 
cial services companies more 
generally, are beginning to 
respond' to the problem of the 
Ugh entry cost of competing in 
Spain by boosting their equity 
holdings In the country’s tank- 
ing groups. By the beginning of 
April, foreign investors con- 
trolled 15.79 per cent of the big 
Sjankli banks. • 

■ From Japan, life insurers ‘ 
Nippon life and Toho Mutual 
Life each own 2 -per cent of 


esto respectively - holdings 
worth Ptal42bu and Pta75bn . 
respectively. Sumitomo holds ^ 
05 per cent of BBV. 

■ French and German inves- 
tors have interests in Banco - 
H lap an o Americano am< Banco 
Central, whose merger was 
recently announced. Commerz- 
bank had an 11.4 per cent stake 
in Banco Hispaoo (worth 
Pta28.5bn). French investors 
appeared to be focusing on - 
Ba nco . C entral. Bouygttes, the 
construction company. Elf 
Aquitaine, the oil company, - 
and Union des Assurances de 
Paris, the insurer, owned 45, 3 . 

Centra?* 1 Cen * res P ec tively 

■ The giant Insurer Allianz 
owns &3 per cent of Popular (a • 
stake valued at Ptaiobfl), a - 
bank with which it has also 
struck a marketing deal to teS 
Bfe insurance products. Hipo- 
bank also owns i.7 per cent of 
Popular. 

■ Other significant investors 
include Metropolitan Life, the 
US l ife in surer, which owns 05 
per cent of Banco Santander, - 
and Royal Bank of Scotian! 

wMchhasaZJSperc^S 

in the same b ank. Metropolitan 
and Santander have set up a 
Joint life assurance venture, 
whne Santander has a Euro- 
pean marketing- agreement & 
with the Scottish bank. V 

Richard Lapper - 
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Profile: Alfonso Escamez 

An ace from his 
sleeve before 
the final curtain 


osl 


THE CAREER ' of . Alfonso 
Escamez. spans 60 years' of 
Spanish hanking. It is suitable 
that he should finally bow out 
as the grand ok i man of domes* 
tic finance In thana year's 
time, oh the -eve of the 1993 
Single Market, to allow, a new 
generation to face a new eco- 
nomic environment. - 

As the- curtain falls on Mr 
Escamez, the applause sounds 
rapturous. He plucked one 
final ace from' his ’sleeve, and . 
with his last flourish had his 
Banco Central absorb Banco 
Hispiano Americano. He thus 
leaves the stage as the number 
cme domestic banker, the chair- 
man of Banco Central Hispa- 
noamerxcano, the biggest pri- 
vate financial institution in 
Spain. - - 

It matters little that he will 
be succeeded as chairman of 
the merged bank by Hispano’s 
Jose Maria Almnsaieg m. that 
it will be Almusategnl, 20 years 
his junior, who will be doling 
with, the mechanics of the 
fusion, and that it will be Hls- 
pano people who, in all proba- 
bility, will be calling- file shots 
for the rest of the 1990s. Mr 

i was brought up In 
area that was arid, 
rocky and treeless.. / 

Escamez, right now,, has the 

s pnHig ht all to tilmcrif ' 

The exit* right at the top, 
crowns a career that started 
right at the bottom. Mr Escar 
mez, who was 75 at the begin- 
ing of this year, began working 
at the age of 12 as a messenger 
in a bank branch of his home 
village of Aguilas, in the prov- 
ince of Murcia^, South Bast 
Spain-. • 

“I was brought up in area 
that was arid, rocky and tree- 
less,” .Mr Escamez says. “Now 
there i3 plastic sheeting every- 
where and intensive cultiva- 
tion beneath the plastic.” 

His home region’s upward 
path towards prosperity mir- 
rors a personal story that, by 
dint of hard work, an obsession 
with detail, a highly retentive 
memory and a host of other 
assets, including something, of 
an autocratic nature, earned 
him the Central chairmanship 
in 1973. 

Self-educated, he now holds 
honorary degrees from Spanish 
universities, is: a singular 
patron to Madrid's main cam- 
pus, and is a considerable cul- 
tural driving force aiding 
museums and orchestras 
around the country. As the 
man of the people he professes 
to be, Ik likes talking about 
human nature, about the skills 
that lie behind a personalised 
service and about the need for 
sympathetic bank branches 
that serve local communities 
such as tbe one where he grew 
up. These are not the sort of 
priorities of an MBA course. 

By the 1960s, as Spain began 
accelerating into development, 
Mr Escamez was already effec- 
tively running Banco Central. 
His managerial talents were 
recognised by tbe bank's main 
shareholders, members of the 
domestic financial oligarchy 
whose seats on the board 
passed from one generation to 
the next, and they were spon- 
sored in particular by Mr Igna- 
cio Villalonga, a true blood 
member of that clan who made 
him his protegg. 

Mr Escamez, rotund and 
avuncular, is fond now of for- 
mulating bon mots in his 
squeaky voice that none would 
dispute: “One of the advan- 
tages of being a veteran is that 
you have seen so many enure 
being made.”- . . 

Those who see him in a less 
favourable light argue that he 
has foiled to take opportunities 
in the same way that he has 
avoided raairing mistakes . 

“When you have .. been 
around as long as he has, and 
you've been in the business so 
long, your vision is biologically 
and intellectually limited,” 
says one rival bank chairman. 
Instead of thinking about the 


next 20 years you are thinking 

about the next two.” 

It would be churlish to deny 
Mr Escamez tbe immediate, 
necessarily fleeting, moment of 
glory; but the longer effects of 
bis time at the top do give 
ground for some questions. 
Right at the end of his career, 
he took the plunge with .the 
absorption of Hispano 
Americano leaving ft for oth- 
ers to see the process through. 
In the recent past, however, Mr 
Escamez had kept well clear of 
the major developments of 
Spanish banking, and Central 
appeared to be standing stiH 
while other institutions were 
moving fast. 

Was Mr Escamez's strategy a 
sign of creeping paralysis, or 
was it yet another example of 
his legendary prudence? ana- 
lysts have asked themselves. Is 
the absorption itself no more 
than a late defensive move, a 
response to developments that 
appeared to be overtaking the 
bank? 

Central did not, for example, 
pitch into the debilitating high- 
street bank battle for deposits 
that was prompted by Banco 
de Santander’s introduction of 
super accounts. From the out- 
set, Mr Escamez considered 
that the new product would 
have a “frankly negative” 
effect on operating - costs. 
Months later he believed his 
judgment had been vindicated 
when follow bank chairmen 
began to cnnfirfg to him that a 
ceasefire had to be called 
"before the [super accounts] 
affect even more dangerously 
the waterline of the banking 
system.” 

Mr Escamez was especially 
concerned, about the transfor- 
mation costs of the domestic 
batiks, which be says consti- 
tutes the system's “greatest 
weakness from the general 
point of view”. 

.. When Central released its 
consolidated, results for 1990, it 
claimed that the decision to 
stay on the sidelines during 
the deposit-rate war had 
enabled it to lift its financial 
margin by U per cent to 
Ptal90bn. 

Critics, however, suggested 
that Mr Escamez’s prudence 
might have caused Gentralto 
lose market quota by lowering 
its image before a public that 
was fascinated by the so-called 
super cuentns. 

Much in the same vein, Mr 
Escamez refused to follow the 
path forged by Banesto’s Mr 
Mario Cande, who revalued his 
bank's, industrial assets and 
brought them all under the 
same corporate roof. He 
Instinctively distrusted such 


‘...Now there’s plastic 
sheeting everywhere 
and cultivation below* 


revaluations, for he believes 
that the “historic price” of 
share titles is an inbuilt protec- 
tion against market upheavals. 

Mr Escamez's caution a gain 
appeared justified, at least in 
put The Gulf crisis knocked 
down share prices, and Mr 
Conde fretted for weeks about 
the possibility that Banesto 
might have to provide for the 
low marke t value of its indus- 
trial assets. Post-Gulf, crisis 
recovery, however, Indicated 
that Mr Goode's bold strategy 
had. merits that a bank such as 
Centred, with industrial assets 
greater than those of Banesto 
arid said to represent 3 per emit 
of Spain's GDP, should note 
with care. 

Undoubtably the reorganisa- 
tion of industrial assests will 
fo»ad the agenda of the new 
Central Hispanoamericano 
team. Mr Escamez’s highly per- 
sonalised grip on ' the . Central 
empire - he himself presided 
over the energy group Cepsa 
and over the insurer .Vitanoo 
- is now loosened. Ells succes- 
sors have a tall order in follow- 
ing his extraordinarily long 
act 

Tom Bums 
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] Richard Lapper explains why banks and insurers have been developing closer ties 


Agents’ commissions add to high costs 


IN EUROPE, the terms 
fcmausurorice and Allftoonz 
have become synonymous with 
the growing trend towards the 
integration of many hawtrfng 
and insurance activities, 
reflecting the prominence that 
leaders of the French and Ger- 
man financial services indus- 
tries have given to the idea. 

But bancassurance Is also 
advanced in the less well devel- 
oped Spanish market, where 
almost all leading banks are 
either actively selling a range 
of life, motor and house insur- 
ance across their counters, or 
examining the possibility of 
doing so. 

Banks have been finding 
that the margins on their core 
igniting business, traditionally 
among the highest in Europe, 
have declined following the 
Introduction of interest-bearing 
current accounts. At the same 
time, partly because their 
branch networks are more 
dense than in any other Euro- 
pean country, S panish banks 
carry high overheads, and have 
been forced to look beyond 
deposit-taking and lending 
activities in order to increase 
productivity. 

According to Mr Mario 
Conde, president of Spains sec- 
ond biggest bank. Banco 
Espanol de Credito (Banesto), 
“to widen our margins it Is 
necessary to increase the num- 


ber of non-financial products 
that we sell”. 

Insurers are also under com- 
petitive pressure, with a grow- 
ing number of more efficient 
European companies entering 
the Spanish market Like their 
counterparts in France, Ger- 
many ard Italy, Spain's insur- 
ers have traditionally distrib- 
uted their products via 
networks of semi-independent 
agents. Tbe hefty commissions 
on sales which these agents 
earn - sometimes amounting 
to 25 per cent of premiums - 
are <me of the main reasons 
why Spanish insurers carry 
such heavy expenses. 

Problems are particularly 
acute for companies such as 
the Banesto subsidiary. La 
Union y El Fenix, which have 
long-established agency net- 
works. According to Mr Angus 
Runchnan, analyst with BNP 
Securities in London: “The 
general agents sell exclusively 
Fenix products, but operate 
under their own title and jeal- 
ously guard their territorial 
exclusivity. Since commissions 
are calculated simply as a per- 
centage of premiums, the 
agents have done very well at 
rente's expense.” For simpler 
personal lines and life prod- 
ucts, bank distribution is 
cheaper. 

As a result of this conver- 
gence of interests, banks and 


insurers have been developing 
much closer ties. This has been 
easiest for those banks that 
already own insurers, such as 
Banesto (La Union y El Fenix), 
Banco Central (Group Vltali- 
cio) and Banco Hispano 
Americano (La Estrella), and 
Banco Bilbao Vizcaya (Aurora 
Polar and Euroseguros). 

Mergers between Spanish 
banks have brought short-term 
complications with them. 


tomers and employees. 

BBV set up its own insur- 
ance subsidiary, Euroseguros, 
three years ago, to sell life 
insurance products. It proved 
to be a highly successful ven- 
dor of a short-term life insur- 
ance policy called primas uni- 
cas before the product wns 
scrapped last year. Last month, 
BBV began to sell a new range 
of Euroseguros life and simple 
home-contents insurance poli- 


work. Banco Popular has a 
similar agreement with the 
German insurer, Allianz. 

Plus Ultra, the Insurance 
subsidiary of the UK company. 
Norwich Union, has developed 
one of the most sophisticated 
bank-insurance relationships. 
Banca Catalans, a Barcelona- 
based bank owned by BBV. 
sells Pius Ultras life insurance 
savings products directly to its 
own customers from a window 
in each branch office. 

At the same time the two 
companies have created a 
joint-venture insurance broker, 
called Multirisc, to sell all per- 
sonal-lines insurance which 
contain an element of risk - 
home contents, home struc- 
ture, liability, motor, travel 
assistance and others. 

Multirisc products are sold 
via the same insurance win- 
dow of Banca Catalana 
branches, but claims are han- 
dled directly by Plus Ultras 
own offices. Each Banca Cata- 
lans branch office is linked to 
Plus Ultras Madrid headquar- 
ters via a computer system, 
which allows bank staff to pro- 
vide quotes, agree limits and 
coverage for a range of prod- 
ucts almost instantaneously. 
Premium payments are pro- 
cessed directly from the cus- 
tomer's bank account 

“Not a single paper is 
moved ” says Plus Ultra presi- 


dent Gerardo Arostegui, who 
cl aims that the software, devel- 
oped by Plus Ultra technicians 
before its purchase by Norwich 
Union, is the most advanced in 
Europe. 

Since Banca Catalana 's 
operations are limited to Cata- 
lonia, Plus Ultra is now negoti- 
ating with a number of Span- 
ish and European banks about 
establishing similar alliances 
elsewhere in Spain. 

Barclays Bank, the most suc- 
cessful foreign bank in Spain, 
has been examining the possi- 
bility of selling life insurance 
over the network of 250 
branches that it has estab- 
lished in Spain since the mid- 
1980s. 

H We wanted to complete the 
array of financial products.” 
says the head of Barclays 
Spanish operation. Mr Carlos 
Martinez Campos, “but in the 
end we decided to establish our 
own operation. It was difficult 
to reassure ourselves otherwise 
that we would have had full 
ownership of our client list.” 

Mr Martinez Campos says 
that non-financial products 
such as life assurance are 
becoming so important that 
the bank will eventually have 
to change its image, presenting 
itself as a financial-services 
company rather than just a 
bank. 


Spanish banks carry large overheads, and 
have been forced to look beyond deposit-taking 


When Banco de Bilbao and 
Banco de Vizcaya merged to 
form BBV in 1988, they had 
three insurance companies 
between them. One, at least, 
had to go, and Plus Ultra was 
sold off to Norwich Union. This 
month's merger of Banco Cen- 
tral and Hispano Americano 
will probably result in either 
the Vitalicio or La Estrella 
groups being hived off too. 

Although the leaders of 
these groups have in the past 
been reluctant to use bank dis- 
tribution channels where the 
interest of insurance agents 
might be affected, this is now 
beginning to change. Union y 
Fenix recently opened a joint 
venture with Banesto, aiming 
specifically at the banks cus- 


cies via the branch network. 
BBV has appointed Mr Javier 
Chichique, formerly boss of the 
Spanish subsidiary of Ger- 
many's Allianz company, to 
head up the new campaign. 
BBV will continue to sell more 
complex products which give 
rise to a greater volume of 
claims via its Aurora Polar 
subsidiary. 

Other insurers and banks 
are also busy either establish- 
ing alliances or setting up new 
banking and insurance subsid- 
iaries. Banco Santander, one of 
Spains most aggressive and 
successful banks, has set up an 
insurance joint venture with 
the US company, Metropolitan 
Life, whose life insurance prod- 
ucts it sells via its branch net- 
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Insurance-: despite upheaval in the life sector and a crisis in motor coverage^- . 


Hopes rise for a recovery in profits 


SPAIN’S INSURANCE industry 
appears to be back on track 
after two recent hiccups. It 
continues to grow rapidly, 
especially in the life sector, as 
under-insured Spaniards begin 
to catch, up with the rest of 
Europe. 

There are now hopes that 
profitability, dented by the row 
over primas unices, the contro- 
versial short-term life insur- 
ance policy, and the mini -crisis 
in the country's motor insur- 
ance industry, could begin to 
recover. 

Between 1983 and 1989, the 
Spanish insurance sector was 
one of Europe’s fastest growing 
financial-services markets, 
with growth rates on average 
at least 7 per cent a year in 
advance of the steady expan- 
sion in the national economy. 
Last year, according to provi- 
sional figures, premium 
Income earned by the coun- 
try's leadin g 76 Insurers (which 
account for the bulk of the sec- 
tor) rose by 16.4 per cent in 
nominal terms to 
Ptal ,2 11,912m, ($11. 433m). well 
ahead of growth in GDP. 

The increase was achieved 
despite strong rate competi- 
tion, especially in the larger 
industrial-risks area, where 
softness in the European rein- 
surance market is feeding 
through into low domestic rat- 
ing. 

In the competitive commer- 
cial-risks sector, rates have 
fallen by about 50 per cent 
since 1985. according to one 
Madrid-based broker. 

Even taking into account 
recent growth, Spain - by 
European standards - is still a 
relatively underdeveloped mar- 
ket, indicating that there is 
considerable potential for fur- 
ther growth. According to a 
recent report by investment 
house Goldman Sachs: “There 
is no reason, considering the 
dynamics of the market, why 
this should not continue for 
the next five to 10 years." 

Spaniards buy less than half 
as much non-life and less than 
a third as much life insurance 
as British customers. 

Moreover growth has been 
accompanied by profitability. 
Insurers in some sectors have 
have produced technical profit 
margins of over 20 per cent of 
premiums in recent years, 
impressive rates of return in a 
country where profitability in 
general has been depressed of 


late. 

Against this background, the 
long-term significance of th e 
recent controversy over primes 
unices, the short-term savings 
policy sold in large quantities 
by Spanish insurers until late 
1989, wanes slightly. Even so, 
provisional figures for pre- 
mium income for the leading 
76 Spanish life insurers during 
1990 (accounting for the bulk of 
income In the sector) indicate 
the scale of the dislocation 
caused when the Spanish tax 
authorities declared that the 
policies were 091 legitimate life 
insurance policies, and that 
income from the policies was 


Spaniards buy less 
than half as much 
non-life and less than 
a third as much life 
insurance as British 
customers 


taxable. 

Life premiums fell from 
Pta2,6Q0bn in 1988 to 
Ptal,900bn in 1989 and 
Pta638bn in 1990. Naturally, 
companies specialising in pri- 
mus tunicas were hit hardest 
Euroseguros, the insurance 
arm set up by Banco Bilbao 
Vizcaya (BBV) to sell savings- 
related life products, saw its 
sales decline from Pta261bn in 
1988, to Ptal43bn in 1989, and 
PtalOSbn last year. Caixa Fen- 
slones Barcelona suffered an 
ever more precipitous fall in its 
income, with income collapsing 
to a mere Pta83bn, over 90 per 
cent less than in 1989. Caixa 
Cataiuna saw its premium 
income also fall dramatically 
to Pta29.4bn, more than 80 per 
cent less than in 1989. 

Worse still, many of the 
insurers that sold primas uni- 
cos are locked into potentially 
long-running litigation with 
the Ministry of Finance and 
Economy over the payment of 
taxes owed on sales of the poli- 
cies - amounting to around 
Pta400bn. It could be at least 
five years before any of these 
problems are sorted out 

The motor-insurance sector, 
which generates over 40 per 
cent of premium income in the 
non-life sector, has also pro- 
duced some acute problems. 
The situation in motor is 
“absolutely dramatic”, says Mr 
Gerardo Arostegui, the presi- 


dent of Plus Ultra, the subsid- 
iary acquired last year by Nor- 
wich Union of the UK. 

Underwriting losses in the 
motor sector amount to an 
average 125 per cent of premi- 
ums, and for many of Spain’s 
smaller companies could be as 
high as 160 per cent While rate 
competition has depressed pre- 
mium levels, reducing income, 
claims costs have risen 
sharply, partially reflecting 
high accident rates and rapidly 
escalating court awards to 
accident victims. 

In 1990, Spanish authorities 
recorded 6m accidents, com- 
pared with the 14m cars regis- 
tered in the country. In France, 
by comparison, there were 5m 
accidents, compared with 29m 
cars registered. The poor state 
of many of Spain's roads also 
contributes to problems, while 
high awards by judges to acci- 
dent victims have also added 
considerably to claims costs. 
Many companies, especially 
those dependent on motor busi- 
ness, are in particular difficul- 
ties. Goldman Sachs claim that 
the industry in general could 
be under-reserved to the tune 
of between 25 and 30 per cent 

Insurers, though, accept that 
both problems have brought 
some benefit On the one hand, 
by selling primas unions so 
successfully via banks, life 
insurers discovered that banks 
can be very effective outlets for 
sales of life insurance policies. 
And in the last year a number 
of new distribution alliances 
have been formed, which 
should help increases sales vol- 
umes of the risk-based life poli- 
cies (such as endowment poli- 
cies) being developed by the 
Industry. 

On the other hand, the diffi- 
culties of the motor sector is 
helping to reduce the number 
of insurance companies In 
Spain, producing rationalisa- 
tion which should eventually 
lead to a more efficient and 
fitter industry. Many of the 151 
companies put Into liquidation 
since 1984 are motor insurers. 
(The number of insurance com- 
panies in Spain has fallen from 
558 in 1984. to 455 in 1990, 
according to the Ministry of 
Finance and Economy). Span- 
ish market sources expect that 
as many as 100 more compa- 
nies could disappear in the 
next one to two years. 
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Ashley Asitwood 

■ The motor-insurance mo c tor has produced acute problems. 
Richard Lapper Accident rates and court awards to accident victims are high 


EUROPEAN FINANCE 

The challenge from foreign insurers 




the pace 


RAPID GROWTH, rates of 
return in excess of 20 per cent 
and enormous future potential 
make the Spanish insurance 
market one of the m ost attrac- 
tive in Europe, and something 
of a b&ttlefront for insurers 
seeking to build a' continent- 
wide presence. - . 

French, German and Italian 
giants have all been active. 
Unexpectedly,' though, three 
companies from a non-EC 
country, Switzerland, have 
been making the strongest run- 
ning recently, while a British 
company. Norwich Union, has 
made one of the biggest invest- 
ments in the Last 18 months. 

Two Swiss companies - Zur- 
ich and Winterthur - are 
among Spain’s top five non-life 
insurers; while a third Swiss 
insurer. Schweiz (a subsidiary 
of the giant reinsurer, Swiss 
Re), is one of the fastest grow- 
ing foreign insurers in Spain. 
Schweiz increased its non-life 
premium income last year by 
over 40 per cent, to Pta32,236in 
($304m), nearly three times its 
income in 1988. 

Both Zurich and Winterthur 
have long-established 
operations In Spain. Zurich, 
the fourth biggest insurer in 
the country, made strong prog- 
ress in the life insurance area 
in 1990, increasing premium 
Income there by nearly 67 per 
cent 

The local subsidiary of Win- 
terthur has been particularly 
aggressive in the motor mar- 
ket, local market sources 
Halm. Winterthur’s premium 
income in non-life increased 
from Pta3 1,482m to Pta36,65lm 
in 1990. Winterthur has been 
established In Spain for over 50 
years, but has begun to chase 
business much more aggres- 
sively since the mid-1980s. 

The company's extensive 
agency network means that 
there is a relatively low-cost 
distribution system. Winter- 
thur has 3,000 agents under its 
direct control, which depend 
on 40 regional offices. 

British companies have been 
criticised for their failure to 
make progress in Europe, so 
Norwich Union's acquisition of 
one of Spain’s blue-chip compa- 
nies, Plus Ultra, Is to some 
extent surprising. Norwich 
Union, one of the UK’s biggest 
mutuals, paid over £20Gm for 
Plus Ultra last year, coming 
under fire from some quarters 
for an amount nearly two 
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times the premium income of 
Fta23377m earned in 1990. But 
the company insists that the 
investment represents money 
weU spent, and sees Pl us Ult ra 
as a key piece In a broader 
strategy to develop its Euro- 
pean operations. 

"Pins Ultra is a unique com- 
pany in Spain, with very high- 
quality management," says Mr 
Bob Burke, Norwich Union’s 
general manager with special 
responsibility for Europe. 

Mr Burke said that Norwich 
had been examining options in 
Spain, as part of a general plan 
to broaden its European 
operations, when the company 
was tipped off that Banco Bil- 
bao Vizcaya was about to 
unload Plus Ultra - surplus to 
requirements following the 
merger between Banco Bilbao 
and Banco Vizcaya, which cre- 
ated BBV in 1988, and which 
brought two other insurance 
co mpanie s, Euroseguros and 
Aurora Polar, under the same 
ownership. 

With the market expecting a 
large French or German com- 
pany to take over, Norwich 
moved very test "They didn’t 
think a British company would 
be interested," said Mr Burke. 

Originally owned by Allianz, 
before being owned by Basque 
business i nt e rests (and eventu- 
ally by Banco Vizcaya, in 1977), 
Plus Ultra developed an exper- 
tise in commerdal-lines insur- 
ance. 

Norwich Union was particu- 
larly impressed by a group of 
young executives around the 
company’s president, Mr Ger- 
ardo Arostegui, who had 
drawn up a strategy to develop 
the company’s personal-lines 
business in the mid-1980s, to 
produce a more broadly-based 


tive commercial-lines busine ss 
now accounts for about 35 per 
cent of Plus Ultra’s book, com- 
pared with 60 per cent five 
years ago. 




years ago. f 

At preliminary meetings - U U | J 
often held in Paris, partly » fit* *3 
deceive the Spanteli press ! * 


and diversified comt 


to 

press 

corps - senior managers from 
both companies est ab lished a 
good rapport. 

“We were very good at get 
ting on weU together " says Mr 
Burke Plus Ultra, for Its part, 
was highly impressed with the 
thoroughness of Norwich 
Union's due diligence proce- 
dure. 

Strategically, the real worth 
of Plus Ultra lies lh the 
strength of its distribution net- 
work. “We think the prospects 
are tremendous. It is a good 
company that has a good rela- 
tionship with distribution 
channels - agents and banks," 
said' Mr Burke. 

In Catatonia, Plus Ultra has 
developed a particularly 
sophisticated tie, underpinned 
by state-of-the-art information 
technology, with the fianca 
Catalans, a regional bank 
which is a subsidiary of BBV. 
“It was toe simplicity or the 
thing that appealed to me, 
says Mr Burke. “I’ve been 
around a tong time, but I never 
thought it would be in -Barce- 
lona that I would find some- 
thing that would really 
impress me.” 

With the backing of Nor- 
wich, Plus . Ultra is now 
actively seeking partners to 
develop the co-operation else- 
where in. Spain. Norwich 
Union, meanwhile, is keen to 
took at the possibilities of 
□sing the technology elsewhere 
in its European operations. 
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BANCO 

POPULAR 

ESPANOL 


Headquarters: 34 Vel&zquez St 
28001 MADRID - Spain 
Telephone: (341) 435 36 20 
Telex: 22511 BPE M 
Telefax: (341) 577 66 31 


CONSOLIDATED FIGURES 

as of March 31, 1991 
(Amounts in millions) 


Shareholders' Equity and 

Minority Interests Ptas. 174392 

(US $ 1.651) 

Customers Funds Ptas. 1,854,331 

(US $ 17,406) 

Total Assets Ptas. 2,506.677 

(US $23,651) 

Loans and Discounts ... ... Ptas. 17296,705 

(US $ 127235 ) 

Net Income for rite Period Ptas. 11,677 

(US $ 110) 

Net Return on Equity 27.05 % 

Net Return on Average Total Assets 133 % 

Number of Employees 11,825 

Number of Branches 1.678 


Exchange rate at March 31-1991 US$1 = 105386 ptas. 


BANCO POPULAR'S RATINGS IN 1990 


The best bank in the Worid by Euromaney magazine 

The most profitable of foe world's Top 200 largest hanks by 
Business Week 

Ranked first to "The TOO best stocks to own in the worid” by 
Gene Walden 

The best bonk by Rating magazine 
Number one to transparency by "S Nuevo Lunas" newspaper 
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Richard Lapper traces the extraordinary success of Mapfre 


From semi-bankrupt to star 


“IT IS a unique case In the 
history of world Insurance,” 
observes one prominent Span- 
ish insurer, commenting on the 
extraordinary growth of 
Mapfre, Spain's biggest insur- 
ance company. 

Within 40 years, Mapfre has 
been transformed from a semi- 
bankrupt insurer of workers' 
compensation risks to become 
the country's most successful 
insurer. Last month, the group 
posted a 37 per cent increase In 
pretax profits for 1990. 

Business rivals may dfaUfca 
Mapfre’s stubborn indepen- 
dence - the company has 
never joined the country’s 
industry association Unespa, 
for example - but most 
respect its efficient manage- 
ment and commercial acumen. 

“Mapfre has done a great job 
in its professionalism, training, 
and the way it decentralises 
decision-making. It is growing 
at an incredible pace. It is the 
only Insurance company in 
Spain that has a real interna- 
tional strategy,” says Mr Man- 
uel Vivas, general manager of 
brokets Gavial Alexander. 

Much of this success is 
attributable to the singular 
leadership of Mr Ignacio Her- 
nando de Larramendi y Mon- 
tiano, the company’s veteran 
president who retired earlier 
this year. 

Idiosyncratic and publicity- 
shy, Mr Larramendi was 
inspector of insurance at the 
economy ministry when, in 
1955, he was invited by 
Mapfre’s board to take control 
of the company. 

Founded in 1933, Mapfre was 
by the mid-1950s verging on 
bankruptcy. Mr Larramendi 
insisted on an austere 
approach. "The first thing he 
did,” recalls Mr Alberto Man- 
zano, general secretary of 
Mapfre, and an authority on the 
history of the company, “was to 
reduce his own salary and sack 
the company's chauffeur.” 

Mr Larramendi eschewed the 
expense-account lifestyle 
favoured by his competitors. 
Within the company, he 
encouraged his senior manag- 
ers to share the services of sec- 
retaries, establishing a business 
ethic which permeates every 
aspect of the company's activ- 
ity. 

His other main priority was 
to diversify the company's 
underwriting activity away 
from the workers’ compensa- 
tion business, which in 1955 
accounted for 75 per cent of its 
premium income. 

Mapfre began insuring lor- 
ries and buses and writing life 
Insurance in the then embry- 
onic local life market In the 
mid-1980s, the company began 


writing motor insurance and 
industrial risks business. 

Mr Larramendi emphasised 
the importance of tight under- 
writing standards. Influenced 
by the experience of US insur- 
ers such as Factory Mutual, he 
introduced risk-control tech- 
niques, offering a reduction in 
premium to companies that 
agreed to introduce sprinkler 
systems to reduce the risk of 
fire, or safety systems to 


Mr Larramendi 
eschewed the 
expense-account 
lifestyle favoured by 
his competitors 


reduce the risk of accidents. 

The result was a tightly run, 
efficient company with good 
underwriting results. Mapfre's 
expense ratios (expenses to 
premiums) are among the low- 
est in the Spanish insurance 
industry, especially in the trou- 
bled motor sector. 

According to Mapfre Corpora- 
tion's general director, Mr 
Domingo Sugranyes, Mapfre's 
organisation minimises hierar- 
chy and maximis es the involve- 
ment of middle management in 
strategic thinking: “Bureau- 
cracy exists, but we try to make 
it as little as possible.” 

Three other steps have been 
pivotal for Mapfre's later 
growth in the 1970s and 1980s. 
Like other Spanish companies, 
it had distributed its insurance 
products via semi-independent 
agents to which it paid com- 
missions on sales, m the late 
1960s, Mr Larramendi began to 
increase control over this dis- 
tribution network, reducing 
the independence of agents and 
making their payment depen- 
dent on underwriting results 
as well as on sales of insur- 
ance. 

He also secured a strong capi- 
tal base, which paved the way 
for the rapid expansion of the 
last ten years. The company’s 
investment strategy has been 
successful, too, with’ prime-site 
properties in Madrid and Barce- 
lona rising in value in spectacu- 
lar fashion in the late 1960s. 
Organisational reforms intro- 
duced by Mr Larramendi in the 
late 1970s have also proved to 
be equally crucial. 

As a mutual insurer owned 
by its policyholders, Mapfre 
Mutualidad was limited in the 
extent that it could raise capi- 
tal from the markets. However, 
by demutualising the company, 
Mr Larramendi might have 
rendered it vulnerable to take- 
over, especially at a tune when 
European interest in the Span- 
ish markets was increasing. So 


instead, Mapfre opted to create 
a new listed company. Corpora- 
tion Mapfre, in which the par- 
ent, Mapfre Mutualidad. 
retains a 52.4 per cent major- 
tty. Mapfre’s agricultural risks 
and information-services sub- 
sidiaries are linked to the 
Mutual. Separate life insur- 
ance, reinsurance, life, prop- 
erty, credit and technology 
subsidiaries are linked to the 
Corporation. 

With profits growing rapidly. 
Mapfre has restricted dividend 
growth and reinvested earn- 
ings into the company. In addi- 
tion, there have been a series 
of rights Issues. Shareholders' 
funds of the Corporation have 
increased from PiaLlbn in 2979 
to PtaSO^bn in 1989, market 
capitalisation rising from 
PtaLlbn to Ptal54£bn over the 
same period. 

Mapfre has been most active 
in Latin America, reflecting Mr 
Larramendi's desire to make it 
the dominant insurer in the 
Hispanic world, Against the 
international trend, Mapfre has 
been buying heavily, establish- 
ing a significant presence In 


Chile, Mexico and Puerto Rico. 
It also baa subsidiaries is Por- 
tugal and Italy, and has 
recently expanded its activities 
in London, having bought MAP 
Securities, a securities house, 
possibly as a first step towards 
developing fund-management 
expertise. 

More recently, again fulfill- 
ing one of Mr Larramendi's 
ambitions, Mapfre has estab- 
lished a hank, compfementing 
its home and motor insurance, 
life insurance and mortgage 
and consumer loans services 
with a deposit-taking EadSty. 
This completes the range of 
financial services offered by 
the group at a time when 
Spain's banks are all examin- 
ing the possibility of selling 
insurance products across 
their counters. 

By the end of this year, 
Mapfre expects to have 50 
branch offices established 
throughout Spain, and hopes 
eventually to have hank units 
attached to all of its 1,500 insur- 
ance offices. Unorthodox thin 
may be, but imorthodcay has 
served Mapfre weE in the past 


IBERAGEJYTES 

YOUR SPANISH BROKERS 


IBERAGENTES 
Licensed Securities Co. 

EDIFICIO PRINCIPE DE VERGARA 
Suero de Quirtanes, 42 
28002 MADRID (Head Office) 

Tel - Switchboard: (34-1 ) 589 97 00 
Trading : (34-1) 564 46 26 
Fax - (34-1)56457 81 

Telex- 49695 IBERAE 

Branches in Madrid, Barcelona, 

Bilbao, Zaragoza, Valencia, Pamplona 
and Sevilla. : 



IBERAGEOTES 






a to 









V 






c‘ Map! 


pt to St 





Fr^ANCIAL.TTMES THURSDAY MAY 23 1991 
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Ashley As h wood 

The Madrid stock exchange, (Ike the other three, Is involved in plans to establish an efficient fixed-interest market 

David Owen on electronic evolution at the stock exchanges 


Regionals seek new roles 


THE MAJESTIC 1.500 
square-metre trading room of 
the Barcelona Stock Exchange 
Is awash with dealers. Middle- 
aged men haggle good-hu- 
mouredly as we thread our 
way through them to get a bet- 
ter view of the ornate chande- 
lier. Dark stone arches provide 
an austere backdrop. A com- 
puter terminal sits incongru- 
ous and neglected near the 
middle of the roam. 

But appearances can be 
deceptive; these are not stock 
traders but members of the 
local Tuesdays -only commodi- 
ties market. In fact, Spain's 
three regional stock exchanges 
(in Barcelona. Bilbao and Vat 
encia) risk being made largely 
redundant by the espousal of 
electronic trading as part of a 
far-reaching market reform 
executed in July 1988. 

More than 90 -per cent of 
trades are now conducted on a 
screen-based computer-assisted 
trading system (Cats), 
although face-to-face dealing 
continues, chiefly for small 
capitalisation stocks. After 
Cats was brought in. Barce- 
lona’s share of the overall 
Spanish market slid quickly 
from . 17 ’ to 10 per cent, 
although the decline has since 
levelled out 

In Barcelona's case, accord- 
ing to Mr Walter Scherk, assis- 
tant managing director, the 
exchange could “tick over as at 
present” for some time since it 
still makes money. But gener- 


ally speaking, the regionals are 
casting around for new strings 
to then- respective bows. 

All four exchanges, includ- 
ing Madrid, are involved in 
plans to establish an efficient 
fixed-interest market. “What 
we are going to do is provide 
an electronic system for the 
current dematerialised 
over-the-counter market says 
Mr Pedro Vlnolas, head of 
research at the Barcelona 
exchange. 

Madrid's target is to lift to 50 
-per cent, from Just 5 per cent at 
present, the proportion of its 
overall business that fixed-in- 
terest instruments comprise. It 
expects rapid growth of the 
country's underdeveloped insti- 
tutional investment sector to 
propel it towards this goaL 

As Mr Luis Carlos Croissier, 
chairman of the Comisidn 
Nacional del Mercado de 
Valores (CNMV), Spain’s stock 
market commission, has. said: 
“If there is a characteristic 
that sets our stock market 
apart from others in Europe, it 
is the minimal role played by 
collective funds and institu- 
tional i nve s tment" 

.The reform also led to the 
creation of 57 brokers, subject 
to strict capital adequacy 
requirements, who are now jos- 
tling for business amid projec- 
tions that many will not sur- 
vive. Competition will 
intensify at the start of next 
year when fixed commissions 

currently pegged at 25 basis 


How the market has moved 


FT-A World Indices in $ terms 



taking place. “The average 
charge is about 15 basis 
points,” says Mr Jose Luis 
Feito of the broker Asesores 
Bursatiles (AB). "That is a fig- 
ure we have heard from clients 
poshing us to reduce our bro- 
kerage fees.” 

The brokers foil into three 
broad categories; those who 
have teamed up with domestic 
or foreign bankers; a few diver- 
sified independents; and those 
who are trying to turn them- 
selves into no-frills discount 
bouses. 

In the early days, it was 
widely ass umed that the bank- 
backed institutions would pre- 
vail. But now opinions differ as 
to which firms will be most 
hard-pressed to survive. 


his biggest worry. "If a cus- 
tomer works with the securi- 
ties house affiliate of a com- 
mercial bank, he gets a much 
better price for pure banking 
services than if he goes 
through us,” he says. 

By contrast, Mr Francisco 
Gonzalez, chairman of FG, 
another independent broker, 
feels that the lackadaisical 
approach of many bank-affili- 
ated brokers has enabled firms 
like FG to thrive. “We suc- 
ceeded because the banks used 
stockbroking firms as an exten- 
sion of their operations with- 
out putting any commitment 
into it,” he says. 

The comments of Banco Zar- 
agozano president Mr Jose 
Ramon Rendueles help to add 
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SPAIN 5 


Derivatives-trading looks different, too 

In place of the pit 


substance to this view. Mr Ren- 
dueles was “not very much in 
favour” of the bank's decision 
to invest in a broker. “I don't 
think it will be a very profit- 
able business in future.” he 
says. 

Cats is universally rated as a 
success for making the market 
more efficient and transparent 
nearly two years on, but a vari- 
ety of other problems remain. 

■ The Madrid stock market 
index is still well down on pre- 
Kuwait invasion levels, despite 
something of a rally in March. 

■ New listings are rather infre- 
quent. AB's Mr Feito blames 
this fairly and squarely on 
Spain’s "severe” treatment of 
capital gains. (The top rate of 
capital gains tax for individu- 
als is 56 per cent, treated as an 
integral part of income tax.) 
“There are many large and 
profitable Spanish companies 
that are not quoted solely 
because the tax treatment of 
capital gains prevents it,” he 
says. 

■ The market re tains a clubby 
image. Most observers accept 
that this will take time to 
change, despite the consider- 
able powers now vested in the 
CNMV, and despite the credi- 
bility this body gained through 
the penalties doled out in the 
caso Repsol for irregularities 
during the Sl.lbn part-privati- 
sation of the big energy con- 
glomerate. 

u We have strong regulations 
but the problem is making 
them work,” says Mr Sebastian 
Ubiria, a CNMV adviser. “In 
this country it is normal to go 
from no regulation to very 
strong regulation but for the 
regulation not to work.” 

Mr Ubiria says that the two 
biggest problems the CNMV 
faces are insider trading and 
autocartem or the buying and 
selling by companies erf their 
own Treasury stock. “It is the 
first time that these have been 
as administrative offences,” he 
says. “That is a very important 
cultural change.” 

■ The settlement system needs 
to be improved. Currently 
trades are officially settled on 
just one day a week (Friday) in 
the week following the date on 
which they actually took place. 
A new system, under which 
settlement would took place 
daily and a maximu m of five 
days after the event, is in prep- 
aration. 

Estimates of the likely Imple- 
mentation date for the new 
system range from January to 
June 1992. In the meantime, 
many banks have started to 
operate an informal “rapport” 
system, whereby trades are 
effectively settled six or seven 
days after thp event. 


NO PROFANE lapel badges. 
No gaudy traders' jackets - 
Indeed, no traders. The trading 
Qoor of Barcelona’s Mercado de 
Futures Financdcros (Mefi), the 
Spanish financial futures 
exchange, is every Chicago 
local's worst nightmare made 
reality. 

Instead, a squat mainframe 
computer sits in the middle of 
a glass room, accompanied by 
two smaller back-ups and an 
emergency generator. The only 
people in the vicinity are a 
dozen computer-programmers 
and their support staff, along 
with three telephone operators. 

The combined electronic and 
telephone- based trading system 
operated in Madrid by the Mer- 
cado de Opciones Financiero 
Espanol (Mofex). the Spanish 
options exchange, is similarly 
uncongested. 

In fact, as Mr Jose Luis Oiler 

- MefTs chief executive officer 

- points out, “the Spanish reg- 
ulations do not allow individu- 
als to be members of the mar- 
ket”. Consequently, locals - or 
individuals trading on their 
own account - do not exist. 
“We follow the marketmaking 
system with a number of banks 
acting as marketmakers on 
screen,” Mr Oiler says. 

He cites three reasons why 
Meff. whose first contract was 
launched Just over a year ago 
in March 1990. espoused an 
electronic approach to Dilutes 
trading. 

■ It is cheaper than pit deal- 
ing. 

■ It permits the exchange to 
be based in Barcelona, while 
many members are “happily 
working” some 600km away in 
Madrid. 

■ Spanish stock markets had 
recently moved to an elec- 
tronic system. 

Mofex. in turn, cites low 
costs as part of the rationale 
for adopting its combined trad- 
ing system: members do not 
need to invest in computer ter- 
minals. The exchange began 
trading four months ahead of 
Meff. in November 1989, and 
was formerly known as OM 
Iberica. 

The name-change - imple- 
mented in February - fol- 
lowed a reorganisation of the 
exchange’s ownership in the 
wake of the sale by the Swed- 
ish options group OM of its 30.6 
per cent interest. This was held 
through its OM International 
subsidiary. 


“We saw it as rather natural 
for us to sell our shares to 
make it possible to have a 
broader ownership." says Mr 
Michael Konjstnd, of OM. “We 
still have a royalty contract 
with Mofex. because they use 
our technology." 

Though tiny by international 
standards, both institutions 
have established themselves 
relatively quickly and fairly 
successfully. 

First-quarter trading at 
Mofex totalled 102.645 lots, the 
vast majority ill its three-year 
notional bond option contract. 
The corresponding figure at 
Meff was 143.930 lots, with 63 
per cent of trades in its three- 
year bond future. 

Both exchanges also offer 
shorter-term contracts based 
on the 90day Mibor reference 
rate. Meff last month launched 
a five-year bond futures con- 
tract following the Spanish 
Treasury's recent success in 
issuing five-year debt. It is not 
yet clear whether Mofex will 
follow suit with a matching 
option. “We think it is a bit 
premature.” says Mr Ignacio 
Solloa. the Madrid exchange's 
financial director. 

Under the present regulatory 
framework, Spanish deriva- 
tives markets are restricted to 
trading debt-related instru- 
ments. *‘Wc were bom out of 
the regulations for the official 
bond market, as an extension 
of it. and not properly speaking 
as a futures market.” Mr Oiler 
explains. 

New rules specifically for the 
derivatives markets are in the 
pipeline, however. “We have 
finished a draft, and the aim is 
to have it out by the summer.” 
says Mr Sebastian Ubiria, a 
adviser at the Comision 
Nacional del Mercado de 
Valores (CNMV). the stock 
market commission that is 
expected to be responsible for 
regulating the industry under 
the new regime. 

Once these rules are in 
place, new derivative contracts 
in currencies and stock indexes 
are forecast to follow in short 
order. Mr Oiler expects a stock 
index future, as well as both 
peseta-dollar and peseta-Deut- 
sebe Mark contracts, to be up 
and running by the year-end. 
“We are making an effort to 
get an index that is indepen- 
dently calculated,” he says. 

Overshadowing such plans 
and much else at present. 


though, arc negotiations that 
may result in the merger of ihe 
two exchanges, or at least sig 
nificant changes in the manner 
in which individual derivatives 
contracts are distributed 
between Barcelona and Madrid, 

The case for one exchange 
rests on efficiency: simply 
stated, Spain is not a Lug 
enough market to support sep- 
arate futures and options trad- 
ing arenas. 

Though logical, however, 
this path is fraught with 
intractable political difficulties. 
Concentrating derivatives in 
Madrid would offend Barce- 
lona, which is extremely sensi- 
tive to the capital's increasing 
predominance as a financial 
centre. Shifting entirely to Bar- 
celona, on the other hand, is 
hardly likely to appeal as n 
course of action to the Madrid 
Stock Exchange, which is 
Mofex's largest shareholder 
with a 3041 per cent stake. 

In a bid to carry the day. the 
General itat - the autonomous 
government or Catalonia, 
where Barcelona is located - 
recently offered to put up 
Ptalbn to help cover the cost of 
a merger, provided the resul- 
tant entity was Barcelona- 
based. 

Should political sensibilities 
indeed contrive to prevent an 
out-and-out merger, the 
impending proliferation of con- 
tracts may lend itself to a situ- 
ation where related families of 
futures and options are based 
at the some exchange. 

Says the CNMV's Mr Ubiria: 
“Many people are now suggest- 
ing that the rational division of 
work is not between futures 
and options but between prod- 
ucts." 

MefTs Mr OUer at one point 
hints at such a solution. "It is 
passible that wc would give 
Mofex some measure of respon- 
sibility for stock index futures 
and options,” be says. 

He insists, however, that “a 
condition for a merger is that 
the exchange be based here”. 
“Our idea is to save some mar- 
ket activity in Barcelona by 
having derivatives here," he 
adds. 

Mofex's Mr Solloa says sim- 
ply that the final decision 
depends on the shareholders of 
the two exchanges. “It is possi- 
ble that both could survive sep- 
arately." he says. 

David Owen 
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David Owen profiles Repsol, the integrated oil company 


Gas-distribution merger is 
likely by end of the year 


ME OSCAR FANJUL is a dead 
ringer for some of those ele- 
gant 17th-century noblemen 
who populate Diego Velaz- 
quez's paintings.' ' 

But the bearded and person- 
able Mr FarijliJ is less likely to 
be seen adorning the Prado' 
museum than the boardroom 
of Repsol, the integrated oil 
company which is Spain's larg- 
est private-sector industrial 
group in revenue terms. 

Repsol chairman since 1986. 
Mr Fanjul likes to refer to him- 
self as “the veteran among 
European oil company chair- 


Mr Fanjul believes the 
company “is big 
enough to have 
critical mass”. There 
Is no likelihood of a 
foreign partner 


men . 

Large by Spanish standards 
it certainly is, but Repsol, 
which reported net profits of 
Pta67.7bn (S7D7m) on revenues 
of Ptal,571bn (SlK.-ibn) in 1990, 
is drily .a- second-tier energy 
company from a global per- 
spective. By its own reckoning, 
the group is the fifth-largest oil 
company in Europe. In refin- 
ing, one of its strongest legs, 
with domestic capacity of 
720.000 barrels per day, or some 
60 per cent of the Spanish 
total, it stands "about tenth" 
worldwide. 

Mr Fanjul is nonetheless 
confident that the company - 
which also boasts substantial 
petrochemicals operations and 
beneficially owns over two- 
thirds of Campsa, Spain's prin- 
cipal transporter and retailer 
of petroleum products - “is 
big enough to have critical 
mass' 1 . There is no question of 
a foreign partner being 
brought on board, except for 
isolated ventures, and Mr Fan- 
jul professes to be “not Inter- 
ested" in- large acquisitions, 
because “the prices being paid 
are very high". 

In 1989, the group did 
acquire a relatively small pres- 
ence in the UK, by buying Car- 
less Refining & Marketing and 
Carless Petroleum, which spe- 
cialise in high value-added 


petroleum-based products such 
as solvents, white oils and dril- 
ling muds. 

Repsol began operations only 
in October 1987, following a 
reorganisation of the oil and 
gas businesses then owned by 
the government's lnstituto 
Nacional de Hidrocarburos 
ONHJ. 

It was part-privatised in 1989 
in a Sl.lbn operation that was 
much the largest ever under- 
taken on the Spanish capital 
markets. INH stfil holds about 
two- thirds of the shares, a fur- 
ther 10 per cent of which are 
now in various North Ameri- 
can hands. 

The privatisation was the 
second-biggest that year after 
the mammoth sale or the UK 
water companies. The British 
flotation was “one of the rea- 
sons why we couldn’t sell a 
larger proportion or the 
shares." Mr Fanjul says. 

According to Mr Fanjul, the 
discipline instilled by moving 
Into the private sector and the 
reporting requirements arising 
from the group's New York 
Stock Exchange listing have 
“helped us a lot". 

“One of our main character- 
istics is that we operate as a 
private company," he says. 
“We have introduced profes- 
sional managers; we don't have 
politicians running the com- 
pany. One of the things about 
a state company is that the 
management changes too 
often." 

When looking for a weak 
link, analysts tend to point to 
the group's upstream activi- 
ties; the company last year pro- 
duced only about a quarter of 
its refining needs. 

Mr Fanjul acknowledges the 
weakness, admitting: “You 
would always be happy having 
200 per cent instead ot 25 per 
cent of your requirements." 
But. he says, the group is 
“very happy not to have 
acquired more reserves at the 
prices being paid”. 

Nor is the chairman intent 
on making good the shortfall 
at breakneck speed. “We are 
spending around $100m a year 
on exploration, which is not an 
exceptional figure for a com- 
pany of our size." he says. “We 
are not bullish about the evolu- 
tion of crude-oil prices; for that 


reason we have not made 
important acquisitions of 
reserves." 

Much more of a strategic pri- 
ority Is natural gas, which h as 
historically been under-used in 
Spain, as recently as 1983 
accounting for only 2.7 per 
cent of primary energy con- 
sumption. 

The group hopes to finalise 
details for a merger of its gas- 
distribution assets with those 
of La Caixa, the big domestic 
savings bank, to form one of 
Europe's largest gas utilities 
by the end of the year. 


“We have been trying to cre- 
ate a gas company of medium 
size at international level, and 
we will do this by merging 13 
of the 25 Spanish distribution 
companies,” Mr Fanjul 
explains. “It is an area of 
growth Tor us." 

The agreement in principle 
with La Caixa has cast consid- 
erable doubt over the future of 
the 10 per cent stake held by 
British Gas in Catalana de Gas, 
the country's biggest gas com- 
pany. Repsol owns 17 per cent 
of Catalana, while La Caixa 
has 34 per cent 


Bank lending limits saw a rise in commercial paper, but now . 


Old credit routes are 



LAST YEAR’S explosive 
growth of the Spanish commer- 
cial paper market underlined 
the truth of the adage that if 
you attempt to regulate a mar- 
ket-in this case, the credit 
market - somebody will craf- 
tily unregulate it 

An estimated Pta7,000bn 
(S70bn) of the pagares de 
empresa were issued last year 
by hundreds of Spanish compa- 
nies. As little as six years ago, 
this market scarcely existed. 

It was the Bank of Spain that 
lit the blue touch taper in 1989, 
by deciding to impose rigid 
lending limits on domestic 
h anks in a Wd to cool the econ- 
omy. This came a few months 
after a measure which effec- 


tively put foreign borrowing 
off-limits by requiring compa- 
nies to deposit 30 per emit of 
any non-Spanish loans with 
the Bank. 

The combined effect left cor- 
porations who were desperate 
for capital- to fund expansion 
and to make strategic invest- 
ments ahead of the single 
European market in an invidi- 
ous position - which. , of 
course, is exactly what the 
Bank intended. 

Many of them resolved the 
problem by the simple expedi- 
ent of getting up mid finding 1 
their own lenders, hi the pro- 
cess, they often discovered that 
this did not cost much more 
than borrowing from a bank 


anyway: there were plenty of 
prospective lenders whose 
appetites lad been whetted by 
the returns that the fledgling 
commercial paper market had 
already been yielding^ - 

“When you can get IS per 
cent, it is hard to put your 
money is a bank account," 
says Mr Alvaro Pernas, of 
Banco Santander de Negocios. 
“Between 1887 and 1990. those 
who remained in the market 
have been outperforming any- 
one who invested in three- or 
five-year bonds,” be adds. 

-Borrowing short-term also 
suited the paper’s issuers, who 
were understandably reluctant 
to lodk into high interest rates 
for a prolonged period. 


The party which the rapid 
growth of the market erajihati- 
caliy did not suit was the cen- 
tral bank, whose attempted 
credit squeeze was comprefan- 


Borrowing short-term 

also suited the 
paper’s issuers, who 
were understandably 
reluctant to lock Into 
high interest rales 


Government debt: David Owen explains why Spain is so attractive to foreigners 


New tax rules will speed repayment 


MR ALVARO PERNAS has not 
been getting enough sleep 
lately. The dark rings under 
his eyes attest to the surging 
level of foreign interest in 
Spanish government debt. 

“In the first quarter of this 
year, the bank did 70 per cent 


of the foreign volume it did in 
le of 11 


the whole of 1990 - which was 
a good year." says the Banco 
Santander de Negocios capital 
markets executive. “It Is satis- 
fying for us, although I am 
pretty tired." 

All told, the value of Spanish 
bonds in the hands of foreign- 
ers soared by 260 per cent in 
the first 12 weeks of the year, 
to approximately $12bn. Non- 
resident holdings of Treasury 
bills rose more sedately to 
about $1.5bn. 

The principal reasons for 
Spain’s current attractiveness 
are two-fold. 

First, peseta debt combines 
high real yields with a hard 
(i.e., ERM-constituent) cur- 
rency. Second, the government 
this year effectively abolished, 
with effect from January 1, a 
25 per cent withholding tax on 
interest paid to most non-resi- 
dent bondholders. 

“The lifting of the withhold- 
ing tax stemmed from the 
gradual realisation that with 
the tax you have little chance 
of real foreign interest in your 


markets," explains Mr Manuel 
Con the. the youthful chief of 
the Spanish Treasury. 

In practice, non-resident 
bondholders have been kept 
waiting for their tax reim- 
bursement by a cumbersome 

c laim s procedure which can 
take months to work its 
course. But new rules to speed 
up repayment, making use of 
the Bank of Spain’s book entry 
system for Treasury instru- 
ments , axe under formulation, 
and are expected to be in place 
in June. Reimbursement 
should then be possible within 
one or two days. 

“The idea Is that the foreign 
investor will not even notice 
that the tax has been with- 
held," Mr Conthe says. “What 
is important for us is to have 
some means of telling non-resi- 
dents from Spanish residents 
who still have to pay the tax." 

According to the Treasury 
chief; the new rules will also 
contain a clause, “following 
the UK tax code", to prevent 
“coupon washing" by Spanish 
residents to escape the tax net 

The Treasury has £Ood rea- 
son to keep foreign investors 
sweet even though it has 
already achieved its funding 
targets for 1991: Spain's budget 
deficit Is forecast to fall to 0.5 
per cent of gross national prod- 
uct this year. 


BUSINESS 



SKIN. 


Expansion 


Actuaiidad Economica 


THE BESTSELLING FINANCIAL 
DAILY* IN SPAIN 

CONTACT: 

BOB LEACH 

Calle Recolelos. 1. 5? Tel.: Madrid 577 5642 
Telex: 418S9 Fax: 577 6829 
* OJD 


THE MOST READ BUSINESS 
WEEKLY* IN SPAIN 


CONTACT: 

NOVOMEDIA 

Calle Recoletos. 15, 1? Tel.iMadrid 577 5642 
Telex: 49455 Fax: 577 6829 
* EBRS 1989 & OJD 



. .. 


■ fo il 

Htpsif 


Treasury bond yields 







12 % 




11% 


i i .VrSfk . .WI 

AMJ J A 8 ON 0 JFM 
1989 

Source: Banco Squander do Nagodoa 



Their explosion of interest, 
after all, has helped its efforts 
to lengthen the abnormally 
short maturity profile of its 
debt, build a credible nwrtot jn 
Spanish medium-term paper 
and relieve its heavy 
short-term payments burden. 
No leas than 54 per cent of 
Spain’s overall stock of debt 
comes due this year, according 
to Treasury officials. 

In contrast to prior years, 
when 12-month Treasury bills 
took the strain, three- and five- 
year bonds have this year 
emerged as the Spanish gov- 
ernment’s basic tool of financ- 
ing. 

This has lifted the average 
length to maturity of govern- 
ment debt to around 25 years 
from a low-point of 1.3, accord- 
ing to official estimates. At the 
end of 1990, nearly 58 per cent 
of outstanding debt was in the 
form of instruments whose 
term was 18 months or less. 

The Treasury has even 
started to hold monthly auc- 
tions of 10-year bonds, 
although Mr Conthe says that 
“significant amounts" of these 
instruments will not be placed. 
“Issuing 10-year paper is some- 
thing they have been trying to 
do for two years," according to 
Mr Pernas. 

Another peculiarly Spanish 
instrument, which at the end 
of 1990 accounted for folly one- 


fifth of outstanding govern- 
ment debt, is meanwhile being 
phased out. The 18-month 
Pagari del Tesoro is a form of 
promissory note that pays 
below market rates of interest 
to the financial Institutions 
obliged to hold them and the 
Individuals attracted by the 
freedom from fiscal reporting 
requirements they offer. 

Ironically, their discontinu- 
ance has initially worked 
counter to the government’s 
debt maturity objectives, since 
the tendency was to replace 
them with shorter-term Trea- 
sury Mils. 

From next month, however, 
Pagari - holders will be able to 
exchange their i w w rtnwrrf for 
a new six-year instrument 
which will yield just 2 per cent 
and be known as Special Pub- 
lic Debt The carrot will be the 
new instrument’s guaranteed 
tax-exempt status. 

“It was a co mp romise by the 
government which is not ready 
to grant a tax amnesty bat 
wants to provide an honour- 
able way out to current holders 
of Pagares del Tesoro ," Mr 
Conthe says. “According to the 
draft law, the buyers may 
deduct their investment in 
.these instruments from past 
income discovered by the tax 
authorities.” 

According to some estimates, 
black market money in drcula- 


Profile: Manuel Conthe 


The costliness 
of gradualness 


MR MANUEL CONTHE. the 
Spanish Treasury chief, has a 
sense of h umo ur to match his 
striking blue eyes. 

In the middle of a discussion 
about attempts to create EC 
economic and monetary union 
and Britain’s position as “odd 
one out" in not accepting the 
goal of a single currency, he 
hastens to consult the collected 
works of Walter Bagehot, 
whom he regards as one of Mrs 
Thatcher’s favourite econo- 
mists. 

In an essay entitled A Uni- 
versal Money, written in 1888, 
Bagehot argued strongly in 
favour of one global currency, 
chiefly on the grounds that it 
would facilitate trade. “The 
new system must be one which 
will do no violence to national 
jealousies," he wrote. 

In Mr Conthe’s view, 
Britain's notion of a gradual 
market evolution towards a 
common currency, which could 
become the single currency if 
governments decided so later, 
is like “letting people make up 
their minds what side of the 
road to drive on." “It is very 
costly for the market to regu- 
late itself," be says. 

Nonetheless, the 37-year-old 
civil servant, who is starting to 
be viewed as a potential cen- 
tral bank governor, was deeply 
involved In the drafting of 
Spain's Emu proposals, tabled 
in January, which supported 
Britain’s “hard Ecu" plan up to 
a point. But rather than create 
a new ldth currency (the hard 
Ecu), Spain suggested “harden- 
ing” the existing basket by 
making sure ft did not lose 
value against those currencies 
not devaluing whenever there 
was a European Monetary Sys- 
tem (SMS) realignment 

“We tried to make the Brit- 
ish proposal even more mar- 
ket-friendly," he says. “We saw 
a number of circumstances 
that made us fed it made sense 



Manuel Conthe 


to support the British proposal 
as a transitional stage on the 
way to Stage Three [full mone- 
tary union with a single cur- 
rency!” 

On the practical logistics of 
moving towards Stage Three, 
Mr Conthe feds that there are 
a few “politically linked” de- 
ments which make it “very 
hard to make progress on one 
without progress on another". 

“My personal impression is 
that, if there were a clear com- 
mitment to convergence in 
terms of inflation and budget 
deficits, the Germans would be 
much more forthcoming in 
devising Stage Two [the transi- 
tion phase].” he says. *T think 
they are taking the view of not 
being ready to move on the 
monetary front until they have 
tangible evidence that every- 
one is taking the idea of con- 
vergence on inflation and. bud- 
get deficits seriously." 


David Owen 


turn in Spain amounts to as 
much as 540b n. 

Other tactics recently 
employed by the Treasury to 
ipng th^n Spain’s debt maturity 
profile have included borrow- 
ing in other currencies - ecus, 
dollars and (Euro) French 
francs - whose markets are 
more at home with long-term 
debt, and cranking down inter- 
est rates on its one-year Trea- 
sury bills. This has led to a 
decoupling of bill rates from 
the very short-term official 
intervention rate set by the. 
Rank of Spain. The Bank is 
committed to keeping interest 
rates high to stifle inflation. 

Borrowing in non-peseta 
markets also helps the Trea- 
sury to avoid the pitfall - of 
which Mr Conthe is all too well 
aware - of locking in exces- 
sively high yields for u naccept/ 


ably long periods. “It is a typ- 
ical dilemma,” he says. “How 
do you shift the debt profile 
longer term when you want to 
bring long-term yields down?" 

“We had to strike a balance 
between our desire to lengthen 
the maturity profile and the 
fact that it would have been 
unwise from a monetary and 
budgetary viewpoint to lock in 
high yields." 


sively finessed. 

With the credit restrictions 
now scrapped and the 30 per 
cent rule recently lifted, ft 
looks as though the market for 
pagares may have shot its bolt, 
since companies once again 
have a full menu of borrowing 
options av ailab le to them. .. 

To compound' matters, the 
standard 25 per cent withhold- 
ing tax has been abolished on 
government paper. The first 
ripples of concern over corpo- 
rate creditworthiness have also 
emerged, following the default 
of one substantial borrower in 
the market earlier this year. 

Not that anybody expects 
the market to atrophy over- 
night. An active secondary 
market in the securities has 
sprung up, and an electronic 
dealing system is in place. But 
the rate of growth is widely 
predicted to slow markedly. 
Observers feel that small com- 
panies will return to- their 
banks while larger ones may 
seek to borrow abroad where 
they should be able to raise 
fluids more cheaply. 

T think there will be a tot of 
foreign borrowing in prepara- 
tion," says Mr Frandsco Gonz- 
alez, chairman of FG, the -inde- 
pendent broker. “I would not 
be at all surprised if six 
months from now you saw a 
big bulge in international 
loans." 

Such a development might 
well underline the truth of the 
adage that every cloud has a 
silver lining. A necessary con- 
comitant to non-peseta denomi- 
nated borrowings would pre- 
sumably be a home-grown 
currency swaps market. “Yes. 
we are working on that," says 
Mr Gonzfilez enigmatically. 


David Owen 


T1IE JSEST FINANCE'S], EVFOHMA MON' FROM SPAIN 


Axel Group Is a private equ ity research and corporate finance 
company b as e d in Madrid, and fa the leading supplier of 
independent financial analysts on corporate Spain. 


New Reports from Axel Group inc-huh’: 


The Spanish Securities Industry (May IlFM) Price: CD7a 


m 


an*\-io ;M.i\ !'.)!» i ; 


Price*: £i) 7 f> 


■Spanish C’onylomvi .iti/s (.May UWl) 

Fricc: 11973 

lOrderofaoquiiicn on there report* and information oa an other current CL. 1 


=3 

SAC Knterprim Ltd 

o 

• 24NdrthfiridAram>e 

Of 

A London W139RL 

/h 

CTlP 

w 

Tw %. Tel: (08 1) STB 6S62 - 

■J 

UJ 

•SSmmSSS' F*x: (001) 566 3137 

X 

amende: 4461) 

3 

| SAC is the worldwide distributor for An cl Group outside Npjiti 


FINANCIAL TIMES CONFERENCES 


SPAIN’S ROLE 
INTHE 

NEW EUROPE 

MADRID 

20&21 November, 1991 


mr 




Financial Times 
Conference Organisation 

126 Jermyn Street, London SW1Y4UJ, UK 

AUemetrvofy. 

Telephone: 071-925 2323 

*fetac 27347 FTCONFQ Fax: 071-825 2125 uc 


financialtimes 


RELATED SURVEYS 

European Finance and Investment Series 


London. 


Hie Brepran Overview, 
Nonfic Countries - 
(Mfaore Centres 

Portugal .. 

Mand 


The Netherlands 
Ge r ma ny 


Uhited Kingdom 


-Nay 29 -*90 
Dec 13 '90 
Feb 14 '91 
Mar 25 ’91 
Apr ?8 '91 
Apr 23 *91 

.May 22 m 
June 1991 
July "1991 
Sept 1991 


FOR ADVERTISING INFORMATION CONTACT SANDflA LYNCH 

.071*873*4199 

FOR EDITORIAL INFORMATION CONTACT DAVID DOOWW r 

; - 071^734080 


.mi 


in* 



I 


5 


< 


i 





















!Per b-*^ 


FINANCIAL TIMES THURSDAY MAY 23 1991 


AND INVESTMENT 

e ^Cl There’s life stilt in the Spanish blds-and-de als market, reports David Owen 
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may spur mergers 


SPAIN 7 

The new accounting regulations offer . . . 

A credible exit from 



STATISTICS: ARE hard to 
come by, but the stampede to 
buy into Spanish companies 
that , started when Spain joined 
the European Community in 
1986 has calmed down. ■, 

Observers state that the Gulf 
war “really knocked the stuff- 
ing out oF the bids and deals 
market, although the number 
of offers doing the rounds 
looking for financing again 
picked up since the war ended. 

This followed a moderate 
year in 1990. when spirits were 
lifted by the announcement of 
two very large transactions in 
the final quarto 1 . These were 
British Steel's prospective pur- 
chase of 45 per cent of Aris- 
train, the private steelmaker, 
as part of a joint venture; and 
Guinness’s agreed bid for Cruz 
del Campo, Spain's Largest 
brewer. Toe Guinness deal was 
worth a hefty £533m; it is 
thought that the British Steel 
transaction would weigh in at 


some£114m. 

Various subsidiary factors 
a re c ited for the decline in 

activity; - 

■ The elevated price aspira- 
tions of many sellers - “Peo- 
ple want the same multiplea as 
in 1938. That isn't realistic any 
more,” says Mr Juan Perea of 
Cofir, an Investment company. 

■ Most of the big deals have 
already been done - ‘There 
are very few companies in hot 
sectors that don’t have foreign 
participation, * according to 
another observer. 

■ The dollar’s weakness last 
year - this had “a significant 
impact” on the low number of 
US-related transactions, 
according to Mr Cohn Blessley, 
a corporate finance partner 
with Coopers & Ly brand. In 
Madrid. 

All of this is not to say that 
there is not still life in the 
Spanish market. Participants 
reckon that with full EC inte- 


gration beckoning, more com- 
panies will decide to merge to 
achieve critical mass. 

Some will choose domestic 
partners, but there are compel- 
ling reasons for others to court 
foreign companies. According 
to Price Waterhouse partner 
Mr Augusto San Segundo, 
those in technologically 
advanced sectors will tend to 
seek ties with non-Spaniards. 
Elsewhere, he says, “size is 
what matters, so another 
domestic company will do just 
as well”. 

In seeking to merge, compa- 
nies would be following tbe 
example of some of Spain's 
best-known banks and u tilities. 
Late last month, Hidrola and 
Iberduero, the two large pri- 
vate electricity utilities, 
announced that they were in 
"advanced and serious” negoti- 
ations to create a new com- 
pany. Meanwhile, Bepsol and 
La Calxa are attempting to 


merge their gas distribution 
assets. 

A veritable spate of banking 
mergers is gathering momen- 
tum in pursuit of critical mass. 
Until earlier this month. Banco 
Bilbao Vizcaya (BBV) ~ the 
product of a marriage between 
Banco Bilbao and Banco de 
Vizcaya - was Spain's largest 
bank. It has since been out- 
stripped first by tbe agglomera- 
tion of state-owned institutions 
into Corporacion Bancaria 
Espanola and then by the 
Banco Central-Banco Hispano 
Americano tie-up. 

Some also expect Spain's 
strict new accounting regula- 
tions (see this page) to spur 
more of the country's family 
businesses to sell out as they 
realise the full enormity of 
what is proposed. Such busi- 
nesses still form the backbone 
of Spanish industry, employing 
more than 86 per cent of the 
country's workforce. 
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A NEW hotel opened recently 
in Madrid, which blows a hole 
in even the best-lined pocket 
But for businessmen in town 
trying to secure an acquisition, 
the pricey premises may be 
worth every penny. 

The hotel only provides 
suites, and these come com- 
plete with individual board- 
rooms and every extra, from 
personal computers to multi- 
lingual secretaries. The foreign 
corporate buyer will need 
every inch of the luxurious 
space to pace about in, for his. 
negotiations are likely to be 
torturous; and his advisers will 
need every business ^prop avail- 
able as they sit down to deal 
with the paperwork. 

Acquiring a Spanish com- 
pany can involve crossing a fis- 
cal aikl legal .minefield, and no 
time, effort or money should be 
spared in order to come out 
safely the other side. Big acqui- 
sitions take place almost every 
month, which means that it 
can be done, and the prizes an 
instant market • share in an 
expanding economy that cqu 
be dramatically upgraded by 
importing management aktug 
are often lucrative. 

In the past year. Credit 
Lyonnais has. acquired two 
banking networks In Spain; 
Guinness has bought the big- 
gest domestic brewery; British 
Steel has purchased the most 
profitable steel producer in pri- 
vate hands; and Elf Acquitaine 
has gained a 30 per cent foot- 
hold in the main private-sector 
refinery. 

But the acqrdsition trail has 
aim had more than its share of 
unexpected mishaps. 

Germany’s Benckiser bought 
a Barcelona-based, family- 
owned detergent company two 
years ago, and the following 
day was swept into a legal 
wrangle with Procter & Gam- 
ble of the US, which said it had 
already paid a deposit for the 
property to members (dissident 
ones, as it turned out) of the 


Buying a business in Spain 

It’s a minefield 
so do get help 


same family. 

- The acquisition by Bupa, the 
UK health insurer, of Sanitas, 
Spain's .largest private, health . 
group a year earlier,, is still 
keeping lawyers busy. a& both 
sides argue about the real net 
worth of the company. 

The muddle that Benckiser 
found Itself in is fairly typical, 
given the family share struc- 
ture of most Spanish private 
businesses. "More than a cor- 
porate financier, you have to 
be a marriage counsellor,” says 
a London merchant banker 
with a long experience of deal- 
ing with feuding relatives dur- 


Jupa’s problems made the 
news only because of the huge 
disparity of the sums involved. 
There are countless tales 
around of foreigners being 
ripped off; paying 15. times 
earnings for companies whose 
real profits were a third of 
what had been stated. 

The first "do” that a poten- 
tial buyer of a Spanish com- 
pany has to keep very much in 
mind is to caR upon, the 
of a regiment of accountants to 
go through the hooks. Mr Fern- 
ando Pombo, senior partner of 
Gomez-Acebo y Pombo, me of 
■Madrid’s leading law firms, 
stresses that, over and above 
everything else, the potential 
buyer must insist on proper, 
in-depth due diligence. 

This goes a lot further than a 
tough accounting audit There 
should be a thorough legal 
audit, which goes through 
property deeds, employment 
agreements, supplier contracts 


and the rest with a fine tooth- 
comb. In the hotel cocktail 
bars, where confused business 
people swap “I was robbed” 
stories into the small hours, 
dark stories are told of real 
estate that was never in the 
company^ name, of idle execu- 
tives with platinum para- 
chutes, and of suppliers that 
have the morality of a high- 
wayxnan and a contract that 
runs for 20 years. 

Due diligence does not by 
any means end there. Mr 
Pombo warns that an environ- 
mental audit may be a more- 
than-wise move, and that prod- 
uct liability is an issue that 
should be thoug htfully exam- 
ined. Authorities may have 
turned a blind eye to a Spanish 
company’s habitual dumping 
of waste, and to its filthy 
clbnds of poisonous fumes. 
Once under foreign ownership, 
however, officialdom might 
well insist that the same com- 
adhere to rigorous stan- 
that were once systemat- 
ically flouted. 

The second broad “do" has 
to do with attitudes, and is 
consequently less measurable. 
Foreign buyers might be better 
equipped to face hlspanic busi- 
ness deals if they took a crash 
coarse in coping with different 
cultural standards. 

Some way down along the 
discussion line, the foreigner 
will come across an approach 
to negotiations (“a souk-like 
approach,” say the veterans at 
the game) that will draw on his 
reserves of patience. It is not 
just procrastination. The buyer 


will have to grapple with a 
business culture where profit 
for profit’s sake might not nec- 
essarily wash. 

This leads directly to the 
“don’ts”. What the potential 
foreign buyer in Spain should 
never do is rely on his own 
systems and on his experiences 
in other environments that 
may, superficially, resemble 
that of Spain. “Don’t rely on 
verbal agreements.” Mr Pombo 
warns. “Insist on agreements 
In writing and on proper con- 
tracts." 

The other main “don’t" may 
be something that tbe potential 
buyer is likely unwittingly to 
ignore, and by doing so could 
jeopardise the deal. No buyer 
should ever underestimate the 
tax -implications of the pur- 
chase agreement for the ven- 
dors. The buyer might like to 
im agin e the vendors laughing 
all the way to the bank, but in 
fact they are more likely to be 
worrying about fiscal authori- 
ties seeking around 53 per cent 
of their capital gains. 

Mr Pombo came face to face 
with this problem when he 
helped Guinness to acquire the 
Seville-based Cruzcampo brew- 
ery, which has more than a 
quarter of Spain’s fast-growing 
beer market The first problem 
was to identify the 170 mem- 
bers of the closely-knit, lan- 
downing aristocracy of Andalu- , 
da who owned the company. , 
The second, and more complex 
one, entailed guiding them. I 
through the tax liabilities tbey 
faced as a result of the UK 
group’s £533m acquisition. 

The foreign buyer will come , 
across less sophistication and 
less experience than he may i 
have bargained for. But tbe 
buyer .will also come across a 
very positive attitude towards | 
selling on the part of the ven- 
dors. With the sort of money . 
that is chang in g hands, thin is 
not altogether surprising. 

Tom Bums 
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the neolithic age 


Prom a buyer’s perspective, 
the accounting reform will 
sooner or later produce an 
exponential increase in the 

amount of financial informa- 
tion concerning potential tar- 
gets that will be available. 

“Historically, the most you 
might have got was maybe the 
shire capital, the identity of 
the shareholders and directors, 
and a very broad level of infor- 
mation on sales volume,” says 
Coopers and Lybrands Mr 
Blessley. “The changes in dis- 
closure and filing requirements 
will change that.” 

Mr Blessley harbours doubts, 
however, about just how rap- 
idly the Mercantile Register - 
where accounts will be lodged 
- will begin to provide an effi- 
cient service. “The Registry 
will be literally bombarded 
with company accounts,” he 
says. “One has to be sceptical 
about bow this is going to 
work, at least in the initial 
period." 

Serious foreign buyers will 
still be advised to conduct due 
diligence, however, with 
Spain's widespread tax-evasion 
problemproviding a strong 
motivation for doing so. 

It Is not just a target's previ- 
ous fiscal practices that might 
be an issue, but the manner in 
which the seller proposes to 
minimise capital gains liabil- 
ity. Since the closing of a 
widely used loophole on Ash 
Wednesday 1989. schemes 
devised to achieve this end 
have ranged, in the words of 
one market watcher, “from the 
highly illegal to the imagina- 
tive and secure". 

Tbe inspiration for this cre- 
ativity is a top rate of capital 
gains tax for individuals 
pitched at 56 per cent and 
treated as an integral part of 
income tax. 

Says Mr Blessley: “Any 
Spaniard thinking about doing 
a deal over the next couple of 
years will have put in place a 
structure to make sure some of 
the amount avoids the Spanish 
tax network.” 

But relief may be at hand. 
Reforms are in the pipeline 
which could reduce substan- 
tially the capital gains levied 
on assets held for long periods. 
Under current proposals, 
according to Mr Blessley. "if 
you have owned a business for 
20 years or more, capital gains 
tax will be zero." 


A REVOLUTION is taking 
place in the hitherto arcane 
world of Spanish financial 
reporting. For many iherian 
finance directors, the effect 
will be akin to marching out 
under arc-lamps after a very 
long spell in a very dark dun- 
geon. 

‘The whole process of going 
from virtually nil disclosure 
requirement to what is a fairly 
complete set of accounts is 
causing a tremendous amount 
of heart-searching among com- 
panies,” says the Madrid-based 
partner of one of the Big Six 
international accounting firms. 

Spain’s 1986 entry into the 
European Community commit- 
ted it to implementing the EC's 
company law directives. The 
Gonzalez government has 
opted to attempt to do this 


A register of auditors, 
which have been 
popping up like 
mushrooms at the 
prospect of all the 
new business, has 
been created 


with the minimum of delay. 
The upshot is that a country 
that, until very recently, was 
positively neolithic in financial 
reporting terms will be 
dragged into the modern age 
with disconcerting rapidity. 

The reforms have updated 
the Audit law. the Companies 
Act and the Plan General de 
Contabilidad, tbe general chart 
of accounts. The main points 
to bear in mind are as follows: 

■ An official register of 
authorised auditors - which 
have been popping up like 
mushrooms at the prospect of 
all the new business - has 
been created. Only registered 
firms can sign statutory audit 
reports. 

■ Commencing with the year 
ending December 31, 1989, 
Spanish companies must lodge 
their accounts with the Mer- 
cantile Registry (an institution 
similar to the UK’s Companies 
House), where tbey are avail- 
able for public inspection. Pre- 
viously. there had been no fil- 
ing requirement whatsoever in 
Spain. 


■ Commencing with the year 
beginning January l, 1990, 
there is a statutory audit for 
medium-sized and large compa- 
nies. 

■ Commencing with the year 
beginning January' 1, 1991, the 
general chart of accounts must 
be applied. 

According to Madrid- based 
accountancy firm partners, the 
new-style and newly available 
accounts should be reasonably 
accessible to non-Spanish read- 
ers, although there are likely 
to be some problems of inter- 
pretation. These could arise 
sometimes from unfamiliar 
presentation and/or conven- 
tions. and sometimes from 
transitional measures. Poten- 
tial stumbling blocks include 
the following. 

Profit and loss account: 
Spanish companies will clas- 
sify expenses by their nature, 
rather than by the reason for 
which tbey were incurred, as is 
UK practice. Balance-sheets 
will be presented in tbe hori- 
zontal east-west format, rather 
than vertically. 

Notes: In the words of one 
observer, tbe notes to the 
accounts of Spanish companies 
will be “almost as voluminous 
as those to British companies”. 
There is currently no Spanish 
information requirement on 
directors' shareholdings or 
political donations, however. 
In addition, directors’ remuner- 
ation need only be disclosed in 
total, and there is no obligation 
to disclose the value of land 
and buildings where it differs 
significantly from the value in 
financial statements. 

Leasing: The capital cost will 
be included as an intangible, 
not a fixed asset, because, it is 
argued, the lessee does not 
become the registered owner of 
the item until payments have 
been completed. 

Pension liabilities: There 
will be a transition phase for 
the translation of accrued pen- 
sion liabilities. According to 
Mr Ian Angus, a Coopers & 
Lybrand partner “It will be 15 
years before we are up to full 
accrual basis for all pension 
liabilities.” He adds: “The tran- 
sition provisions are very 
obscure; nobody really knows 
exactly how the accounts for 
1990 should be prepared.” 


Exchange losses: A transi- 
tion phase will also apply to 
exchange losses arising from 
foreign debt. 

One of the government’s 
main motivations for pushing 
the rules through so quickly 
was fiscal: tax evasion under 
tbe old regime was endemic. 
Accounting executives there- 
fore quail at the possible fall- 
out from an element of the 
reforms that makes them 
responsible for reporting evi- 
dent fiscal irregularities. Says 
one: “This is not the optimum 
legal framework within which 
to generate the warm feeling of 
mutual trust between auditor 
and audited that exists in the 
best of all possible worlds.” 

Already, however, it seems 
clear that this particular stipu- 
lation is open to a variety of 


One of the 

government’s reasons 
for pushing the rules 
through so quickly 
was fiscal: tax evasion 
under the old regime 
was endemic 


interpretations. “We will con- 
tinue to do what we did 
before.” says Mr Augusto San 
Segundo, a partner with Price 
Waterhouse. “What we will not 
do is tell the fiscal authorities 
of any irregularity, however 
little. We are not civil ser- 
vants.” 

In sum, it still remains 
unclear quite how smoothly 
these far-reaching reforms will 
click into action. But if they 
succeed in imbuing Spanish 
published financial informa- 
tion with greater credibility, 
they will be performing an 
immense service on various 
counts: 

■ Credit rating agencies 
should at last be able to get 
property down to business. 

■ Potential buyers and trade 
partners of Spanish companies 
should be taking less of a 
plunge in the dark. 

■ The reforms may even help 
the stock exchange to become 
a more useful vehicle for rais- 
ing new finance. 

David Owen 
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. -HE CHAIRMAN. EMILIO YBARRA. IN HR SPEECH TO THE 

GENERAL ASSEMBLY OP SHAREHOLDERS, DECLARED; 


“We are creating a strong Bank. Without risky experiments.' 


“We believe that a future-minded and earnest management policy must guarantee the 
shareholders profasiabdur and the ctmsobdation of the wealth of the Institution. That u the 
road we are on ~ 


“The key to our current policy lies in providing the Bonk with the capacity far flexible 
and agile response whtek win allow it to react effectively to those chiSenges posed each day 
by an extraordinarily dynamic marketplace “ 


Today, we hove S avISon c bents; two thousand eight hundred offices: we are the Bank 
of 84% of the most important companies m Spain. This is our strength. This is our capacity 
for response in order to make of the BBl' the international group par excellence m Spain 
and die Spanish financial group par excellence on the truemanotm! market “ 


C A P A C I TY FOR RESPONSE 


I’Mi. ilic BHV ha» twin jhli- in Increase lb 
market -Jure with ,i 12 5-.. qriiwih in rusnunes. 

B In finli- jftt-r H iihuiihs. lilt.- 'Tjhuiiin' pavJxuL accvnnu lus 
i ■bmmoJ nun- ilun -in- ■iiillun clic-ias and the "Cuenu Plus" 
imere-a iuntni .n o mm jdd> up balances Jhuve SOOjWO 
iiiillujn iK-vti.is • amuihv i roJiLs have risen above -iSS.OOO 
million 


■ The liPV is jls. . leader in payment sy-actTH With river ihictr 
nulls m tTeJji unk. .uxj fhyrge turds 

■ Mi nv ilun K-i’:. < il «he Nic 1 1 inipanics in Spain are diems nf l he 
BHV which is also resj. mslhk- lur Itindlinu 175. i /the- country's 
inipm i-xpon ifcraiii-ns, mew ihan n hilhun pesetas in ucai' 


I The BBV is a diversified Grancta] utgannaiiijn. Its industrial 
Rrwn comprising over ISO companies, is represented in the 
musdyitamk- sectors of our economy Ii also holds a nm-ileued 
position in the insurance markets, in pension funds, lipiia] and 
nwnetaiy funds and tn Stock Marker ponfuliu funds. 

I The BBV work! leader in the peseta market, roitldpats. in 
foreign exchange business valued at more than : 20 billion 
pesetas. 

1 ,.! ! av ing "P**** 1 f* 1 [he * ur *h and Tukyu markets, the BBV 
stares are present in the world's most important Stock Markets. 

I With four hundred thousand shareholders, more- than 5 million 
Customers, 30000 employees and 2ROU offices, the BBV is first 
among Spanish financial groups. 


SOLVENCY, PRUDENCE AND PROFITABILITY 
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J-lu- UBV- W the Bank wiih the kikiicsi capitalization in the Spanish financial system, with over 570000 million pesetas. This base laninl ,k- 
HHV over in billion pesetas ixHcniwJ capacity uul asset Riuwih. ^ 

With 21.?% wt profitability in equity, the pretax profits of the BBV -alter assigning mure than 1150)00 rnffinw to reserves and amunlzanon*- 
.ire the largest of the v pjnL\h Hanks, over 1 41 DOG million pesetas. ano 2nx ‘ nl2a *' n s— 

The net profit per store has increased 105% over the finartciaJ year. The amount distributed as dividend to shareholders -after asdwiinu fatten 
millHMt in reserves - is greater than that of any financial body in ihe country: 36.500 mill km pesetas W K wl 
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FG Inversiones Bursatiles, S.A., a leading independent 
Spanish stockbroker, arranged an investment seminar 
in Madrid in April 1991 for an invited gathering of 
international institutional investors. As part of the 
programme there were presentations from the following Spanish c 
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ASLAND 


Ooc of the ten roost traded shares on the Spanish Stock Exchange. 

Cement and ready-mix concrete are its main products, manufactured all over 
Spain, where Asland is the market leader, and Portugal. 

With international investments in Europe and America, the Spanish Group 
ASLAND is integrated into Lafarge Coppfe. the world's leading group in the 
field of construction materials. 

With total assets of U.S. $1,218 mill km. the ASLAND Group in 1990 made a 
net profit of U.S. $117 million, an increase of 17% over the previous year. Sales 
were U.S. $600 million. 

ASLAND b capitalized at U.S. $1 ,300 million. 
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INfORME AttUAL 


GRUPO ENDESA 

Endesa a State-owned holding company, is the leading producer of electricity 
in Spain. The Group is made up of seven companies, headed by ENDESA, 
Empresa Nadonal de Electrictdad S.A. 

Installed capacity represents 25% of the national total, and includes 
conventional thermal-gene rating, nuclear and hydroelectric plants. 

The electricity generated represents 35% of the national total. 
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VALLEHERMOSO S. A. 


Founded in 1 95 1 . Vallehcrmoso is a mixed property and development company 
quoted on the Spanish Stock Exchange. Since the company's creation the 
average annual growth in its assets has been 25% compound. 

In 1 989 Valle hermeso look over Corparackm InmobiliariaHisparaerS.A. and 
Inmobanif S. A. . becoming thereby (he largest company in its sector. 

The consolidated profit in 1 990 readied Ptas. 6 .505 million, a 44% increase on 
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BANCO HISPANO AMERICANO 


Banco Hispano Americano is thejmrent bank of the largest diversified financial 
group in Spain. Established in 1900, it is the only Spanish financial institution 
with a full-service English bank in London. 

Capital: Ptas. 45,697 million. 

Reserves: Ptas. 145.597 million. 

1990 net profit: Ptas. 30,958 million . 

Number of branches: 1,462. 

Number of employees: 14,399. 
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CORPORACION MAPFRE 

CORPORACION MAPFRE is the central bolding company of one of Spain's 
largest insurance and financial groups. Its subsidiaries are grouped into six 
Operating Units: Life Insurance, General Insurance, Banking and Financial 
Services, Direct International Insurance, Reinsurance and Real Estate 
Development 

It is a subsidiary of MAPFRE MUTU ALIDAD DESEGUROS. Overall 
MAPFRE hasovcT 1,600 offices in Spain, and operational investments in 
15 countries, with estimated consolidated revenues in 1991 of Ptas. 300 BN. 
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FG Inversions) Bonliilet S.A. 

Jo* Oireas y Gam. 29 - Y. 28006 Madrid Td. 578 01 9§ 


CUBIERTAS Y MZOV S.A. 


1991 sees the 75th birthday of CUBIERTAS Y MZOVS-A-, a company that 
has consolidated its position as the second-largest oouatructioo finn in Spa in. 
TV company hes^nteredboth national and im^i na tional markets, m public as 

weD as private works. Its philosophy has been based on service to the client and 

spcdal&ation in large-scale projects. 

Its advanced level of technology permits h to work in all areas of construction, 
both m CnU Engineering -bridges. tunnels, railways, maritime projects. 
hydrjmliHifml mads— and mBnSiBng- industrial, urban and residential. 
CUBIERTAS is also involved, through its subsidiaries, in special cement, 
lands ca pe gard ening. carparks, properry. cngine c riDg and projects, urban 
cleaning and waste disposal etc. . 
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PORTLAND VALDERRIVAS, S.A. 


Founded in 1923, Portland Vakiemvas started its industrial activity with an 
annual production capacity of 50,000 tonnes of Portland cement. By 1972 the 
company had aiready achieved an annual prcxiuctlonaf 2 m. tonnes, la J991 its 
new works at El Alto are alooe capable of produdng2.8 in. tonnes. 

In 1985 Valderrivas acquired 70% (laterincreased to 80%) of the Picasso Tower 
project in Madrid. Promotion of the building started in December 1988 and 


project in Madrid. Promotion of the buildmg started m December 1988 and 
ended in March 1990 with fufl occupancy of the building -which has 43 floors, 
over 78, 000 sq.m, of office and shop space and 726 parking places. 
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Annual Reports 

(tick boxes below) 


□ 1. Asland □ 5. Corporation Mapfre 
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Courtaulds advances 
by 11% to £l86m 



Courtaulds, the International specialist materi- 
als group, yesterday reported pre-tax profits 11 
per cent higher at £186m ($321 m) for the year 
ended 31 March. Sir Christopher Hogg (centre), 
chairman, said the increase in profits has been 
achieved against a background of deteriorating 
economic conditions. Sir Christopher, flanked 
by his finance director Richard Lapthome (left) 
and managing director Slpko Huismans, 
asserted: "We have a firm business for the 
future." Page 23 


ASK SR 


More grief at Australian banks 

The Australian ANZ 
banking group has 
become the worst 
performer of file 
country’s three listed 
banks following the release of Interim figures 
yesterday. Pre-tax profits fell 50 per cent the 
group revealed. The bank also saw Its charges 
for bad debts more than double In the six 
months. Mark Westfield reports. Page 18 

Peru sews up Ns cotton 

Peru Is struggling to shake up Its cotton indus- 
try - once the country's principal export - by 
liberalising trade measures and lifting export 
restrictions. However, production of Tangufs, 
an internationally coveted variety which unfit 
now has been virtually unavailable outside 
Peru, has been hit by a combination drought 
scarcity of credit and Increased terrorist 
attacks. Sally Bowen reports. Pegs 28 

Sabsna confirms talks with 
BAamlAirFkvitM ■ 

British Airways, and 
Sabena are in advanced 
talks over a new part- 
nership which would see 
BA Invest in a targe • 
direct stake in the finan- 
cially troubled Belgian 
airline. Sabena con- 
firmed yesterday that 
the airline was in 
advanced partnership 
negottefions with both 
BA and Air France, the 
French national flag car- 
rier, but that talks with BA werethe most 
advanced. Sir Colin Marshall (above). BA chief 
executive, also, confirmed this week that the 
two companies were continuing discussions 
over a new partnership following the collapse 
last January of the tripartite venture between 
Sabena. BA and KLM Royal butch Airlines. 
Page 23 

End result for Japanese groups 

The Japanese reporting season continues with 
year-end results from leading drug maker 
Ya man ouch I Pharmaceutical, Komatsu, the 
construction equipment manufacturer. Hirosh- 
ima Bank, synthetic fibremaker Toray, and Oji 
Paper. All but Qji enjoyed a rise in profits on 
the previous year. Page 18 
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SOFTWARE 

A selection of. 
software packages to 
suit your business 
needs appears every 
Saturday in 
the WEEKJBlsTO FT. 

Order your copy 
■ today. 


Renault and 
Volvo post 
poor results 

By Kevfn Done, Motor Industry Correspondent 


VOLVO, the Swedish automotive 
group, yesterday reported con- 
tmumg operating losses for the 
&ret three months of the year, 
while Renault of France, its stra- 
tegic partner, announced 

severely depressed profits. 

The grand affiance announced 
a year ago between the two com- 
panies, one of the most ambitious 
‘ and complex restructuring 
operations under way In the 
European mrtn industry, is HHng 1 
shape at a time when the finan- 
. Hal fortunes of both rnm nawlaa 
are befog forced to a low ebb! 

Yesterday's announcement of 
quarterly results was the first 
attempt by the Franco-Swedish 
partners to co-ordinate their 
financial reporting. The depress- 
ing fi gmw i hi ghlig ht the yy l a of 
the task faetng Mr Pehr Gyilen- 
hammar, Volvo chairman, and 
Mr Raymond Levy, Renault 

f-h airman and chief executive, 

the architects of the alliance. 

Both companies have accepted 
tha t the fi nite of the partnership 

wTTl crime nnly In the mffli jnm to 
long term, but in the short term 
both are having to take stem 
measures in order to bolster the 
cresking financial performsnce of 
their Car truck npe m H nma 
the substantial minority cross 
shareholdings now cemented 
between Volvo and Renault mean 
that the two groups are having a 
mutually negative impact on 
each other's financial results. 

hi the western European car 
market (including eastern Ger- 
many), where sales remained vir- 
tually unchanged in the first four 
months of the year, Renault suf- 


fered a 4J> per cent foil in sales 
volumes with its market share 
dwcKning to 9.9 per cent from 10.4 
per cent a year ago. 

Tn particular Renault haa been 
exposed to the sharp fall in new 
car sales in France itself in the 
first four months, where new car 
registr a tions fell by an g^rimatwri 
16J. per cent. This has been com- 
pensated in part, however, by a 
strong performance in Germany 
(im»hiriiny eastern Germany), the 
only European market still show- 
ing dynamic growth in new car 
riomnwri 

On the commercial vehicles 
front Renault is still suffering 
continuing heavy losses from its 
Mack truck operations in the US. 

Volvo’s car operations were 
atni operating at a l oss in the 
first quarter, as it battled with 
Hib impact of plunge in 
in its three biggest markets, the 
US, the UK and Sweden, as well 
as in neighbouring Finland. 

. Volvo is being forced to take 
drastic actions to improve the 
industrial efficiency of its 
operations. It said yesterday it 
was aiming to have reduced its 
animal cost levels by SKr3bn 
($487m) by the end of 1991, and 
fay SKrSbn by the aid of 1992 
when the programme was fully 

fmplpnwwitwrt 

The TTTvmgriiatP need for such 
fire-fighting operations by both 
companies underline the need to 
attain the emmlriflfrahla long-term 
cost savings they daim to have 
identified in their grand 
Yesterday's financial results add 
new urgency to the quest 
Details, Page 16 



Renault's Raymond Levy: depressing figures for one of the architects of the alliance with 
Sweden’s Volvo’s — 


UK rent slump hits top property group 


By Vanessa Houkfer, Property Correspondent, in London 


LAND SECURITIES, the UK’s 
biggest property company, yes- 
terday annou nc ed a 22^ per cent 
foil in its net assets per share to 
671p in the year to March 31. a 
decline that exceeded the City of 
London’s wors t forecasts. 

However, the company’s 
strong income flow led to a rise 
in pre-tax profits of 219 per cent 
to £215 Jan (5872m). 

Land Securities is the undis- 
puted bellwether of the UK prop- 
erty industry, accounting for a 
quarter of the value of the 
quoted sector. So the greater- 
than-expected drop in asset 
value represented more bad news 
for a sector already reeling from 
blows dealt over the past year. 


Investors also found little com- 
fort in Mr Peter Hunt’s state- 
ment; “It not yet dear how long 
tin current problems will con- 
tinue to affect the industry or 
when growth will resume." . 

“Excessive bank lending on 
property has to be reduced and 
the oversupply of accommoda- 
tion, particularly in the City of 
London, absorbed; this win take 
time," he wanted. 

This verdict is shared by most 
analysts, who forecast another 
sharp fell in values this year. 

Recession and oversnpply are 
biting the property market in 
two ways. So far, the decline in 
value has been largely due to a 
rise in property yields, as inves- 


tors demanded Hghw r e turn s to. 
compensate for the oversnpply 
and poor rental prospects of 
property, fond Securities yields 
have jumped by 2.4 per cent to 
8.4 per cent over the year. 

Yields may now be stabilising 
— as they find, support from the 
level of got yields - but felling 
rents are taking their toll on 
asset values. 

The oversnpply of space and 
r eces s ion knocked an estimated 
6.6 per cent off office rents last 
year, and will cut a further 15 
per cent in the year to January 
1992, according to the chartered 
surveyor, Richard Ellis. Overall, 
rents are forecast to foil 8 per 
cent over the period. 


Mr .Colin Barber of Richard 
Elite says capital values for the 
market as a whole have already 
fallen by 5 per cent since Janu- 
ary (due, in part, to a steep rise 
in yields during March and 
April). He says they have a fur- 
tilin’ 8 per cent to foil in the next 
eight months. 

These Richard Ellis forecasts 
created a stir when they were 
released t o an alysts a few weeks 
ago, prompting a cut In forecasts 
of Land Securities’ assets to 
between 675p and 725p. 

In the end, the results were 
worse than even the worst pre- 
dictions, resulting in a foil in 
Land Securities’ shares yester- 
day of Sp to 521pu Several other 


shares withJarge city portfolios 
also lost gronnd- 

These declines are unsettling 
for a sector that is already at a 
22-year low relative to the stock 
market However, it is not dear 
that the valuations of other com- 
panies with March year-ends will 
foil as far as Land Securities. 
Analysts draw comfort from. 
Land Securities’ oddly robust 
performance a year ago, when its 
assets actually rose in value. 

If Land Securities’ worse-than- 
expected performance was partly 
due to last year’s oversaugnlne 
valuation, then other results in 
the coming weeks may be better 
than feared. 

Lex, Page 14 


KLM falls 
into red 
with loss 
of FI 630m 


By Ronald van de Krol 
in Amsterdam 

KLM Royal Dutch Airlines 
yesterday unveiled a provisional 
net loss of FI 630m (5325m) for 
the year ended March 31, a sharp 
reversal from the previous year's 
net profit of FI 340m. 

The loss was slightly below the 
Dutch airline’s earlier forecast of 
a deficit of FI 650m, and KLM’s 
shares rose by 5 per cent on the 
Amsterdam stork exchange to 
close up FI 1.30 at FI 27.10. 

Almost half of the 1990/91 loss 
- or FI 300m - was due to a 
provision taken to help restruc- 
ture the carrier, reduce its 
annual operation costs and 
prune its workforce. 

Excluding these and other 
extraordinary items, KLM's net 
results on ordinary business 
activities showed a loss of 
FI 353m compared with a profit 
of FI 156m in 1989/90, in line 
with the company's February 
predictions. 

The airline, which is 38.2 per 
cent owned by the Dutch govern- 
ment, will give details of its divi- 
dend on June 13. when it is due 
to publish definitive figures for 
last year. KLM paid an 
unchanged dividend of FI 1.80 
per share on 1989/90 results. 

Like several other European 
airlines, KLM has been strug- 
gling to contain costs against a 
backdrop of slower growth in 
world aviation. Became of its 
higher wage costs, KLM Is par- 
ticularly vulnerable to competi- 
tion from Asian carriers. 

KLM's problems were apparent 
even before the outbreak of the 
Golf war and the resulting down- 
turn in international air travel. 
However, the war forced Mr Pie- 
ter Bonw, KLM’s president since 
January, to accelerate and inten- 
sify the company's cost-cutting 
drive, which was first launched 
in October 1990. 

The airline has been hurt by a 
weak dollar because many cf its 
costs are incurred in guilders, 
one of Europe's strongest curren- 
cies. KLM’s results have also 
been affected by losses at North- 
west Airlines of the US, in which 
It owns a minority stake. 

By cutting more than 1,000 
staff jobs and devolving non-core 
activities - representing a fur- 
ther 2.000 jobs - to external 
contractors, KLM hopes to 
achieve a 7 per cent improve- 
ment in productivity in each of 
the next three years. Other cost- 
cutting measures include delays 
in the delivery of new aircraft. 

The airline indicated that it 
could improve its operating mar- 
gins to 5 per cent of turnover by 
tiie end of 1993/94. following the 
implementation of these 
changes. 


Electrolux profits fall amid 
lower US and UK demand 


By Robert Taylor in Stockholm 

ELECTROLUX, the world’s 
largest white goods manufac- 
turer, suffered a 19 per cent 
decline in its profits (after finan- 
cial items) for the first quarter of 
the year, with the result falling 
to SKr414m ($67.6m) compared 
with SKr511m for the same 
period of 1990. 

Sales dropped 6 per cent to 
SKrl9J2bn from SKr21 Jbn for the 
first three months of last year. 
The company's operating income 
declined 12 per cent after depred- 
ation to SKr796m from SKr908m_ 

Electrolux also announced a 
foil in MwiiugK per share to 
SKrS.60 compared with SKrS.90 
far the first quarter of 1990. 

The company attributed the 
decline In its profits performance 
on hfflng de mand in the all-im- 
portant US and UK core business 
mnmmi»r mar kets forhousehold 


appliances and outdoor products. 
Electrolux has also experienced 
signs of a downturn in its 
southern European consumer 
goods markets, particularly in 
France. 

It added that the effects of its 
restructuring programme begun 
in the second half of last year 
were “gradually becoming evi- 
dent” and contributed to the 
growth of income as well as mar- 
ket share achieved in Europe. 

Electrolux said that, while 
profits continued to decline in its 
North American white goods 
operation compared with the first 
quarter of 1990, the latest figures 
were an improvement ova: last 
year’s fourth- quarter perfor- 
mance. 

Sales of household appliances 
fell to almost SKrl0.7bn in the 
first quartet from around 


SKrlL3bn for the same period of 
1990. 

The company's sales in com- 
mercial appliances rose to more 
than SKz 2 bn from SKrL9bn but 
dropped to SKr2.5bn from 
SKx2Abn in outdoor products. 

The company’s components 
product line aluminium man- 
ufacture in its industrial prod- 
ucts division suffered a profit 
decline in the fourth quarter with 
a foil in sales to SKr3.5bn from 
SKrt2bn. 

Commercial appliances main- 
tained operating margins and 
profitability as a result of a good 
performance in the food-service 
equipment sector. 

Low income was reported for 
Industrial laundry equipment 
with a drop in sales to the US. As 
a result, there was a sharp foil to 
SKr404m from almost SKrl-lbn. 


IQ move pressures UK government 


By Our Industrial Staff in London 


SENIOR UK ministers are 
concerned that a bid by Hanson 
for Imperial Cbemi cal Industries 
would hurt the government in 
the run-up to the general elec- 
tion. 

They fear a bid for Id by the 
acquisitive British indus trial con- 
glomerate would become one cf 
the most highly charged UK 
industrial 'pdky issues of recent 
years and put the government . in 
an almost Impossible position. 

Meanwhile, it has emerged that 
flie chairmen of Hanson and K3, 
Lead Hanson and Sir Denys Hen- 
derson, met for two hours on 
Tuesday in the first meeting 
between the camps since Hanson 
bought its 2 J& per cent stake in 
the chemicals group last week. 

A terse Id st at e m ent said that 
no further meetings' were 
planned. Lord White, head of 
Hanson’s US businesses, and Mr 
ffeWn Short, ICFs finance. direc- 


tor, are also believed to have 
been present 

Ministers are publicly commit- 
ted to not intervening as the situ- 
ation develops, arguing that any 
decision on a bid should be left to 
Id’s Shareholders , and the Euro- 
pean Commission competition 
authorities. It is widely expected 
that the EG would take prece- 
dence over UK authorities In vet- 
ting a bid. 

Yet ministers believe they 
would face a political campaign 
of mounting ferocity to intervene 
to prevent one of the country’s 
largest industrial groups from 
befog broken up. They fear the 
government would look impotent 
in the face of such a campaign, 
which would hi g hli g ht Hanson's 
long-standing financial support 
for the Conservative Party. 

One cabinet minister said: 
“Just with Hanson taking 2A per 
cent, this has been bad news for 


the government, because it raises 
the spectre in people's minds of 
asset stripping and capitalism 
run riot" 

Although ministers doubt 
whether the UK could claim 
authority over the hid. Depart- 
ment d Trade and Industry offi- 
cials are examining whether 
there would any grounds on 
which the Office of Fair Trading 
and the Monopolies and Mergers 
Commission could review it 

It is unlikely the MMC could 
vet the Hd on national interest 
grounds, as these are narrowly 
proscribed under the EC’s rules 
to strategic industries such as 
defence, or on the grounds that a 
takeover would cre ate a monop- 
oly in the UK market. 

According to Id, Hanson reit- 
erated on Tuesday that its pur- 
chase of 8 hares had been for 
investment purposes “but that all 
its options remained open”. 



In June 1990. three months after he had been told 
his company was about to be sold to a trade buyer, 
managing director David Codling led a £24 million 
management buy-out of Hozelock Limited. 


^ They said it was impossible to put 
any other offer together in the time 
scale. But Citicorp brought credibility 
to the deal. We worked night and day 
together and completed the buy-out 
within die month. 9 


We are turning managers into owners ail over Europe. 


Contact us for a copy of ■ Real Deals 
our portfolio of case histories of Ihe 
acquisition of companies Oy management. 


emCORPOVEHTURE CAPITAL 


PO^ 199. COrrTSKCtNTTS. HAYS UVS. LONDON set car TEL 0/1 .-34. 
London - Perie • Madrid * Amsterdam * Frankfurt « Milan 
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Poor sales hold Volvo to SKr340m 


By Robert Taylor in Stockholm 


VOLVO, the Swedish vehicle 
group and largest company in 
Scandinavia, yesterday 
repotted a sharp decline in 
profit after ftoanrifli items for 
the first quarter of the year. 
The profit slid to SKr340m 
($55.4m) from SKrl 05bn during 
the same period of 1990. 

However, the result is an 
improvement on the SKrl34m 
group loss after financial items 
in the fourth quarter last year. 

Volvo made a SKr397m oper- 
ating loss in the first three 
months of the year, compared 
with a SKr625m operating 
profit for the same period of 
1990. The decline reflects a 
downturn in sales. The group 
said yesterday it was an “unsa- 
tisfactory'’ result 

Return on capital over the 
most recent 12-month period 
was 3.8 per cent, compared 
with 12.1 per cent for the pre- 
ceding 12 months. Income per 


share was SKr4.4 in the first 
quarter, up on the SKr4J2 per 
share last time. 

Continuing low sales vol- 
umes, depressed margins, and 
the high cost of under-utilised 
production capacity were 
blamed for the poor results. 

There was a 10 per cent 
decline in group sales in the 
first quarter, to SKrl7.46bn 
from SKr21.68bn for the same 
period of 1990, with a 17 per 
cent drop in car sales to 
SKr8.77bn from SKrl0.59bn. 
The number of Volvo cars 
delivered to customers totalled 

83,500, compared with 104,100 

for the same period of 1990. 
Demand for Volvo cars fell in 
all the group's main markets, 
except Germany. 

The truck division also suf- 
fered a net drop in sales to 
SKr4.9bn from SKr5.68bn, 
despite strong demand in the 
Middle East and Germany. Bus 


sales Ml - by 5 per cent to 
SKr85m from SKr89m - and 
there was a decline in sales for 
mnrinp an rf industrial onoinpo 
to SKrfSOm from SKr703mT 

Volvo estimates that cost 
savings at a rate equivalent to 
around SKr9Q0m a year were 
achieved in the first quarter. 
However, the group admitted 
that savings so far in its 
rationalisation programme had 
been “quite limited". 

Volvo hopes to have reduced 
its costs by just over SKr3bn 
before the end of this year, 
with a saving of a further 
SKr2bn in 1992 through 
increased efficiencies. 

The group's net debt rose 
sharply In the first quarter, 
from SRrlQ.7bn on December 
31 199 0 to Sfrl&fibn on March 
31 this year. This was due to a 
SKrS.45 payment to its new 
strategic ally, Renault, partly 
offset by a SKrl.9bn sale of 


assets. At the end of the first 
quarter, Volvo withdrew 
SKxLSbn from restricted depos- 
its in the central bank. 

Liquid funds in the group 
Ml by $KrJL78bn to SKrlSilbn 
over the first three months of 
the year, and the book value of 
shares and participations rose 
by SKrlO.lbn to SKr3l.7ba, 
mainly as a result of the acqui- 
sition of shareholdings in Ren- 
ault. Mr Christer Zetterverg, 
Volvo’s president and chief 
executive officer, said the com- 
pany aimed to reduce debt by 


in associated com- 
panies contributed SKr94m to 
ftnw^nw in the first Quarter, 
compared with SKr250m last 
time. Volvo’s share of operat- 
ing income in Procardia, the 
food and pharmaceutical 
group, was SKrl94m, while 
Renault accounted for SSzSm. 
More Swedish results. Page 27 


Renault profit margins squeezed further 


By William Dawkins in Paris 

RENAULT, the French 
state-owned car group, saw 
profit margins dwindle further 
in the first quarter of 1991, hit 
by the continued drop in 
demand and losses from Volvo, 
the Swedish car group in 
which it has a minority stake. 

Renault made a FFrt98m 
(551.29m) pre-tax profit in the 
first three months- of 1991 on 
sales of FFrtKJbn, down 8 per 
cent on the turnover in the 
same period last year. Its tax- 
able profit margin was 0.74 per 
cent for the first quarter, well 
down on the 1.05 per cent 


achieved for the whole of last 
year. This suggests the 87 per 
cent net profits decline for the 
whole of last year steepened in 
the first three months of 1991. 

The squeeze on Renault's 
margins reflects the continuing 
de cline in the French car mar- 
ket in the first quarter, when 
registrations overall dropped 
20.6 per compared with the 
first three months of 1990, 
according to the CCFA French 
car industry association. 

However, there was a slight 
recovery in car sales last 
month, according to the latest 


industry survey by Insee, the 
state statistics body. 

Renault gave no comparative 
quarterly profits figures since 
this Is the first time it has pub- 
lished three-monthly results. 
The company reformed its 
reporting policy in line with 
the disclosure practices of 
Volvo, the Swedish car maker, 
with which it completed a 
share exchange in January. 

Volvo contributed a FFr31m 
loss to the pre-tax result of 
Renault, representing the defi- 
cit attributable to the French 
carmaker’s 25 per cent stake in 


Volvo Car, its 45 per cent in 
Volvo Truck, and its 5J5 per 
cent in AB Volvo, the Swedish 
partner's parent group. 

Renault reported a FFr547m 
operating profit for the first 
quarter, representing L37 p er 
cent of turnover, down from a 
345 per cent operating margin 
achieved dining the whale of 
1990. 

Car sales accounted for 
nearly 81 per cent of turnover, 
slightly up on last year, while 
the truck division represented 
16 per cent of turnover, down 
from 17.7 pm- emit last year. 


Ifil net increases 
to L114.4bn 

IFIL, one of the main holding 
companies of Italy’s Agnelli 
family, raised net group profits 
by 38J5 per cent to L114.4ba 
($90ra) Last year from L82.C0m 
in 1989, writes Haig Simonian 

in Milan 

Net earning s at parent com- 
pany level increased by almost 
16 per cent to L95.2bn from 
L82.1bn in 1980. 

The dividend remains 
unchanged at L120 and L140 
for ordinary and savings 
shares respectively. 

Among the group’s invest- 
ments are stakes in BSN, the 
French Foods concern and Gal- 
bani, the Italian foods group. 


WH Smith to focus on core units 


By John Thornhill in London 

WH SMITH, the UK retailing 
group, yesterday announced a 
refocusing of its businesses 
involving the proposed sale of 
its television and most of its 
travel i nterests, and the expan- 
sion of its core high street 
activities in newspaper, record, 
video and book retailing. 

The announcement was 
accompanied by a El47.8m 
(5255.7m) rights issue and a 
forecast that pre-tax profits in 
the year to June 1 would 
advance by 3 per cent to 
£8&5m. The company said its 
yearly dividend would rise by 
8.7 per cent. 


The proceeds of the ri ghts 
issue - the first in WH 
Smith's sear 200-year history 
- will help fund the compa- 
ny’s £300m investment pro- 
gramme over the next three 
years. This represents a 
marked acceleration in capital 
expenditure, which was previ- 
ously running at £65m a year. 

The company intends to 
expand its Our Price record 
retailing business in the UK 
and US, and is opening up to 
100 Our Price video shops in 
the UK over the next three 
years. It also plans to expand 
Watentone’s, its book chain, in 


the UK, and will open two 
stores in the US this autumn. 

It is estimated that WH 
Smith will receive about £65m 
for the sale of WHSTV, its tele- 
vision programme supplier, set 
against its net asset value of 
£59.3m as of June 1990. 

The proposed buyer is a con- 
sortium of ESPN (owned by 
Capital Clties/ABC and 
Hearsrt). Canal + and Compag- 
nie Generate des Eaux. WH 
S mith said it was dose to sell- 
ing a large part of its travel 
operations to Carlson Travel 
Network of the US. 

Details, Page 23; Lex, Page 14 


Swiss lift 
the veil on 
directors’ 
salaries 

By William Dullforce 

fn Zurich 

ANOTHER CRACK has 
appeared in the crumbling 
dyke of Swiss corporate 
secrecy. The annual report of 
Walter Meier Holding (WMH), 
to be published today, will dis- 
close the remuneration paid to 
Its board of directors and 
senior management. 

No other listed Swiss com- 
pany has revealed these costs. 
The few which have started to 
comply with the European 
Community’s directives on 
corporate financial statements 
have omitted payments to the 
board. 

NestlA the biggest Swiss 
company, has refused to give 
information on directors’ sala- 
ries. However, Hke other Swiss 
companies, it lists a global 
allocation from profits to non- 
executive members of the 
board. 

In an earlier revolt this 
month against Swiss corporate 
practices, foreign, and Swiss 
pension funds joined forces to 
persuade HolzsiofS, a diversify- 
ing Swiss paper manufacturer, 
to withdraw proposals that 
would have restricted the 
number of shares and voting 
rights one investor could hold. 

Now, WMH, a medium-sized 
industrial conglomerate with a 
1990 turnover of SFr€92m 
($480 .5m), is disposing pay- 
ment of SFrl.8m to its six 
directors and SFz900,000 to the 
four members of tts executive 
board. 

Interest-bearing loans to 
members of the board totalled 
SFr800,000 at the end of 1990, 
while loans to senior execu- 
tives amounted to SFrlm. 

Mr Werner Stanb, chief 
financial officer, said WMH 


had decided that corporate 
transparency was basic to win- 
ning the confidence of inves- 
tors. 

WMH, stm controlled by the 
founding Meier famfiy, runs 40 
subsidiary companies. 


Since it went public in 1985, 
net earnings per share have 
climbed from SFrl34 to SFr249 
last year. The dividend has 
risen by SFr5 per share each 
year. 

For 1990, a difficult year, 
WMH is posting a 10 per cent 
increase to SFr27.8m in consol- 
idated net H»ninp- 


Land Securities earnings 
improve but assets 


By Vanessa H wilder, Property Correspondent 


LAND SECURITIES, the UK’s 
biggest property company, yes- 
terday announced a 22.6 per 
cent foil in Its net assets per 
share to 67lp over the year, to 
March 31, a decline that 
exceeded the most pessimistic 
forecasts. 

The effects of recession and 
oversuppJy pushed foe under- 
lying value of Land Securities’^ 
portfolio down by 1H2 per cent 
to £4.7bn ($8.Ibn) r according to 
Knight Frank & Rutley, the 
group's valuers. . 

However, the company’s 
strong income flow led to a rise 
in pre-tax profits of 224 per 
emit to £215 2m from £175.im. 

The dividend was increased by 
162 per cent, from 17p to I9.75p 
with a final payment of M>ffip. 
Earnings per share rose by 25 
per cent to 30.85p from 24.B4p. 

In a cautious statement, Mr 


Peter Hunt, chairman and 
managing director said the 
year would be primarily 
one of consolidation. _ ' ‘ 
He said the portfolio still ted 
reversionary potential (to 


rent reviews) although to a 
much reduced extent than last 


by 27.5 per cent Ftopcrttar in 
the West End and Victoria Mi 
by 16J>. per cent, sfcowund 
offices elsewhere in the OK feB 
by 15.4 per cent, out of town 
retail Ml by 306 per cent boa 
industrial and warehouse proj*-. 
«ty by U2 per cent 
Land Securities odd that . 79, 


"At current values some 
additional Income should 
therefore flow Grom reviews 
and renewals over the next two 
years or so,” be said. 

The company said it would 
be prepared to see a foil in its 
dividend cover to allow further 
increases in the dividend per 
share, although ft would not 
necessary continue at the cur- 
rent rate. 

The worst-hit part of the 
portfolio was (Sty of London 
offices , the value of which foil 


development programme was 
secured by Kiciudfa g 

its development programme, 
voids represented less than 2 
per cent of its annual rent roR 
"However both voids and irre- 
coverable outgoings W1H ' 
increase in foe current finan-, 
dal year," warned Mr Hunt 
Analysts forecast a further 
foil in assets this year as .a. 
result of foe decline in rents. 
The decline in assets led to a 
rise in gearing to 82.8 per. cent.; 
Lex, Page 14 - • 


Devenish to sell brewing side 


By PhHip Rawstome in London 


DEVENISH, the west of 
England brewer, yesterday pro- 
voked a fresh burst of hostility 
in its battle against a takeover 
bid from Boddington, the 
hotels and pubs operator, by 
announcing that- it is to quit 
brewing. 

Mr Michael Cannon, Deven- 
ish chairman, said the com- 
pany’s beer brands and free 
trade business would be sold to 
Whitbread for £9. 75m (H&8m.) 

Under a proposed seven-year 
agreement, Whitbread would 
supply Devenish’s 370 pubs 
with a large range of beers — 
including the Boddlngtons 
brand and Devenish’s own 
Newquay Steam. 

Separate talks were being 
held about the possible sale of 
Devenish’s brewery in 
Redruth, Cornwall, which lots! 
£i.7m last year. Zf the brewery 
is not told, it will be dosed. 


The £5.5m costs of closure 
would be more than offset by a 
Vfi.Pm . gafw from the «h«» of its 

wholesaling business last 
December. 

The Whitbread deal brought 
an angry response from Bodd- 
ington, which launched a 
£L27m bid for Devenish last 

•month. 

“The Devenish board is 
determined to mortgage future 
profitability to prop up tts last 
line of defence - its over- 
stated asset value," said Mr 
Denis Cassidy, Boddington 

rfmfrraan- 

Devenish had finally 
acknowledged the total failure 
of its brewing strategy on 
which minio ns of pounds had 
been wasted, said Mr Cassidy. 

Mr Cassidy described the 
£5 .9m gain from the sale of 
Devenish's wholesaling 
operations as “illusory”. He 


said it and would be written off 
if Boddington acquired the 
company. 

Boddington tote"* 1 to study 
the terms erf the supply agree- 
ment - still - subject to 
approval by Devenish share- 
holders - before deciding 
whether to proceed with its 
Md. 

It has warned that if it con- 
sidered any such deal detri- 
mental to future profits, it 
would withdraw. 

The Devenish deal is made 
more interesting by the fact 
that Whitbread Investment 
Company has a 15J3 per cent 
stake in the company as well 
as just under 22 per cent of 
Boddington. 

The proceeds from the safe 
of its beer brands would enable 
the company to ex pand and 
develop its pub estate, Deven- 
ish «dd_ 


KSB cautious despite 33% advance 


KSB. one of the world's teflrftwg 
pump manufacturers, raised 
group pre-tax profits by 33 per 
cent to DM83m (J50m) last 
year. However, it does not 
expect to repeat this perfor- 
mance under foe more difficult 
conditions of 1991, Mr Kilian 
von der Tann, chief executive. 


said, writes Andrew Fisher. 

The company, which also 
makes valves and environmen- 
tal equipment, benefited last 
year from the strong econo- 
mies in Germany and neigh- 
bouring countries and the fact 
that cost rises were moderate. 
In the first quarter, turnover 


rose by around TO per cent. 
T-a«t year, turnover rose at the 
same rate to DM1.7bn. with 
around DM2bn expected for 
1991. Mr von der Turn said 
KSB was feeling the effects of 
economic weakness, especially 
in France and other parts of 
western Europe. 


IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIRIIIIIIIIII 

This atmounasruenZ appears as «/ matter of record onfy. » ■ 



Chiquita Brands International, Inc. 


U.S. $138,000, 000 

7 per cent. Convertible Subordinated Debentures 

due 2001 


S, G. Warburg Securities Lehman Brothers International 

Swiss Bank Corporation 

Daiwa Europe Limited Dresdner Bank Aktiengesellschaft 
Merrill Lynch International Limited NatWest Capital Markets Limited 
Salomon Brothers International Limited 


iiiHiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiimiiiimmmmmmu 


New Issue 
Closing 
May 15. 1991 


All these Notes having been sold. this adver- 
tisement appears no a nutter af record only. 



Bayer ische Landesanstalt 
fur Aufbaufinanzierung 

Munchen 


DM 100,000,000 

Floating Rate Notes of 1991/2001 II 


Issue Price: 
Interest Rate: 

Repayment: 

Listing: 


101 %% 


9 V4% p.a,, payable annually in arrears on May 15, 1992 to IS^thereafter 15% p.a. less 
Six-Months-DM-Libor, payable semi-annually in arrears on May 15 and November 15 of each 
year. The deduction shall not exceed 15% p.a. 


May 15, 2001, at par 
Munich 


Trinkaus & Biirkhardt 

. KbjnanisnditgageUachsft auf Aktiea 


Bayerische Hypotheken- und Wechse 1-Bank 

Aktlengesel IsduJt 


Amro Handelsbank 

Aktiengesellschaft 


DSL Bank 

Deutsche Siedlunga- und Laodesrentenbank 


Bayerische Vereinsbank 

Aktiengesellschaft 


Hambuigische Landesbanfc 
-Girozentrale- 


Industriebank von Japan (Deutschland) 

Aktiengesellschaft 


Samuel Montagu & Co. 

Limited 


Landeskreditbank Baden-Wurtteraberg 
Stadtsparkasse KSln Sumitomo Bank (Deutschland) GmbH 


Westdeutsche Genossenschafts-Zcntralbank eG 


Westdeutsche Landesbank 
Girozentrale 
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INTERNATIONAL COMPANIES AND FINANCE 


Mitel returns to red with 
C$107m loss for year 


fly Bernard Simon In Toronto 

MITEL, the troubled Canadian 
telephone equipment supplier 
which is SL per cent owned by 
British Telecom, has suffered 
its sixth-loss In the past eight 
years with - a. C$107m - 
(US$93Bm) . setback in fiscal 
i»l " • 

Although part of the loss 
was due to the weak -North ' 
American market, the bulk - 
resulted from a sweeping 
restructuring which- appears 
designed to nmfr«» Mitel more 
attractive to a .prospective 
buyer. BT put its shares up for 
sate mare than a year ago, but 
bas so far failed to dispose of 


t mat wane we u rai 

A ■ *- , the sale finalised, < 

It 11)0 Oyj) concern is getting the 

aide TiS; 
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An official of the Ottawa' 
based company said yesterday 
that white "we'd rather have 
the sale ftwaiiwad, our m ain 
concern is getting the company 
back to profitability 1 '. 

The loss for the year- to 
March 29 1991, which equals 
C$1.41 a share, includes fourth- 
quarter charges afC$88J>m to - 


cover restructuring costs and 
related asset writedowns. Mitel 
posted net Income of Cffelm, 
or 9 cents a share, in fiscal 
1990. 

'Hie reorganisation, the third 
since 1985, includes a 15 per 
-emit cut in the workforce, the 
closure of the US sates office, 
and a greater focus on the core 
business Of and moHImn- 

Bfepd office switching systems. 
Mitel has also been 'bit this 
year by a spate of senior resig- 
nations, including Its president 
and chief flwawofai officer. 

The operating loss .for fiscal 
1991 totalled C$3 l.8m, com- 
pared with income of GSL8m 
the previous year. Mftel said 
the market for switching 
equipment “continues to be 
highly competitive", especially 
in North America. Revenues 
for the year rose ahghfiy to 
C$43L3m, from $427.4m in fis- 
cal 1990. 

On a positive note, sates of 
digital PBXs, especially in Ger- 


many and the UK, helped off- 
set declines in sates of anal- 
ogue products. 

The company said sales in 
Europe grew by 6 per cent last 
year, with especially strong 
growth in Germany. Jx has set 
up a artwork of 150 deaims in 

eastern G ermany 

Mitel cautioned that its cash 
balances, which stood at 
C$8L4m at the mid of March, 
were likely to drop in the first 
two quarters of fiscal 1992. But, 
with long-term debt of only 
C$5. 8m and unused credit 
lines, the company was confi- 
dent it could meet all 
requirements, including 
restructuring costs. 

BT wOl suffer a large loss 
when it eventually sells its 
Mitel stake. The British com- 
pany paid C$320m, or C$8 a 
share, in 1985 for its control- 
ling interest. The shares were 
trading yesterday at just above 
$1 on the Toronto Stock 
Exchange. 


Laidlaw shares at four-year low 


By Bernard Simon in Toronto 
INVESTOR confidence in 

Laidlaw, the f-armttiiin group 
which is the largest 
shareholder in security ana car 
auction company ADT, has 
eroded markedly in recent 
days, with its share price 
dropping to Its lowest level in 
four years. . 

The price of the 
Ontario-based waste services 
and school bus operator’s class 
B shares dipped by another 
C$% cents yesterday morning 
to C$11.50 (US$10) on the 
Toronto Stock Exchange, 
bringing the drop in the past 
two days to C$1.75, or about 15 
per cent 

Analysts have ascribed toe ' 
recent dip in the share price 
partly to the likely costs of 
rteanmg op a hazardous waste 
rite near Montreal, which the 
company acquired as part of an 
acquisition in 1989. 

Reports earlier this week 
also suggested that the London 


Stock Exchange was 
investigating certain 
transactions by ADT and its 
chairman, Mr Michael 
Ashcraft. Laidlaw has a 29 per 
cent stake in ADT. 

In an effort to boost its 
image. ADT earlier this week 
invited a group of North 
American analysts to a car 
auction and one of its security 
centres in Chicago. 

According to one of toe 
participants, ADT managers 
left with the impression fiw* 
relations with Laidlaw have 
improved since last months’s 
widrty-puhUdsed digpnto over 
allegations by toe Canadian 
company concerning ADTs 
true financial condition. 

However, the two companies 
have apparently not yet agreed 
an the choice of independent 
directors who will be named to 
the ADT board in fa™ of the 
settlement hammered out last 
month. 


ADT intends to hold its 
flwwnai meeting in Bermuda on 
June 3. 

Laidlaw, which is 47 per cent 
owned by Canadian Pacific, 
was until recently regarded as 
one of North America's most 
blue-chip investments. Its 
share price reached a peek of 
(yaan last year. 

CP’s share price also 
weakened slightly yesterday. 

The waste management 
business in general turned 
out tO be less hnniinig from 
recession than was earlier 
thmig ht, and Laidlaw bag had 
particular problems with its 
US solid waste operations. 

Laidlaw's income from 
continuing operations sagged 
to US$17.8m in toe three 
tnnwthc to February 28 from 
USIGOSxn a year earlier. 

After faiWnf frrtn ytwmrit its 

share of losses suffered by 
ADT, net income was a meagre 
US$2.7ta. 


ORDINARY GENERAL MEETING OF WILRIG AS 

Notice . is hereby given that an Ordinary General Meeting of Wfkig AS wU be held 
on 6 June 1991 at 1300 hours at the Grand Hotel in Oslo, Norway for the pupose of 
considering and passing resolutions In respect of the foBawing matters: 

1. Approved of the Directors' annual report for 1990, the Company's profit and loss 
account for 1990 and balance sheet as per Dec. 31st 1901 Settlement of the result for 
1990L Auditor's report 

2. Approval of tiie Group's profit and toss account for 1990 and balance sheet as per 
Dec. 31st, 199ft 

a Remuneration to the Board of Directors for 1991. 

4. Approval for the remuneration to the audtor for 1990. 

5. Changes fo the Artfctes of Association. 

The following paragraphs are proposed to be changed to read: 

§2 The Company has its registered office in Baerum. 

§3 The object of the Company is to own and operate driffing rigs and other floating 
units suitable for exploration, exploitation, storage or transportation of natural 
resources in the sea bed or in its subsoil or suitable to assist in such operrfons, 
to provide services tothe ofl industry; se aro hing for and exptoitetion of petroleum, 
gas and natural resources of arty kind, to own or manage retd estate and to cany 
on any activities related thereto or associated therewith and to do a8 or any of the 
things or matters aforesaid eftheras principals andfcr guarantoisor by mortgaging 
Its assets as security for liabffties of other compantes, by subscription or purchase 
of shares or parts in other companies or in any other manner or capacity 
whatsoever. 

§6 The Board otf the Company shall consist of three to five directors. The Company 
in general meeting shall elect the Chairman of the Board. 

Two of the members of the Board shall be nominated by WHh. Wifoelmsen 

Limited A& : - 

A director shaH retire from the Board at the first Annual General Meeting of the 
Company held after he has reached 70 years okf. 

§7 An Annual General Meeting of the Company shall be held In each calendar year 
before tiie end of Jura. Annual Genera) meetings and the Extraordinary General 
Meetings shati beconvened bythe Boardon nrt less than 14 nor morathan 21 deys 
notice to the shareholders in FinanctafTImes, London, Aftenpo6ten morning issue 
and Dagens Nasringsfiv, Norway. 

A genera] meeting of the Company shall be held In Baarum, but the Board may in 
any case resolve that it shall be held in Oslo. 

The Annual General Meeting shall consider the foBowing matters: 

' 1. The approval of the profit and toss account and balance sheet 

2. The allocation of any annual profitor coverage c# any loss In accordance with 
the adopted balance sheet, together with the declaration of dividends, 
a Elections to the Board. - ; 

4. The approval of the Directors' Annual Report and the Auditor's Report. 

5. Any other matters that seconding to the law and these Articles of Association 
must be approved by the Annual General Meeting of the Company. 

- SharehoUers who wIB participate In the general meetings shall report so to the 
Company in writing nottatar than Three days priortothe general meeting and send 
the proxies to the Company In advance. 

The previous §8 wifl be deleted and the previous §9 and §K> become §8 and 

ft, Theauthority tothe Board erf Directors to issue up to 150CUXJ0 shares for oonskteceflion 
other than cash to be prolonged for one year until the ordinay general meeting 1992 
• for foe unused portion of 970529 shares 

7. Authority to the Board Of Directors to issue up to 30000 shares at nominal value 
NOK 50 each to key employees of the Group. 

Shareholder who wish to attend the Ordinary General Meeting aria requested to 
inform Christiania Bank and Kredftkasse. Security Services, RQ Box 1166 Sentrum, 
N-G107 Oslo 1, Norway no tater than 3rd June 1991: 

Shareholders who can not attend the Ordinary General Meeting nwy appoint a proxy to 
attend and vote on tfiafr behaft. 

- Qsto, 22 May 1991 
. For the Board of Directors 
■ Sir Kerry St. Johnston 
Chairman 


Asea sees 
profits fall 
3% to 
SKr740m 

By John Burton 
in Stockholm 

ASEA, the Swedish joint 
partner in Asea Brown Boveri 
(ABB), yesterday reported that 
profits after financial items 
fell 3 per cent to SKr740m 
($U9£m) for the first quarter 
of 1991. 

Asea is doe to be split into 
two listed' companies on July 
18. One will continue to trade 
under the Asea name and con- 
sist of Asea’s 50 per cent hold- 
ing in ABB as well as its 
shares in the shipping com- 
pany Brostnxms. 

The rest of Asea’s Swedish 
industrial operations will be 
transferred to a new listed 
company. Incentive, adopting 
Hip nAMft of the engineering 
conglomerate that Asea 
bought last year. The new 
Asea had profits of SKr648m, a 
8 per cent increase. 

Asea's profits from ABB 
rose 3 per cent to SKx637m. 
Brostroms had earnings of 
. SKr9m, up from SKrSm, on 
sales of SKrL26m, a decline of 
7 per cent. 

Karntwg n for the nwINi tha t 

will comprise the Incentive 
group fell 31 per cent to 
SEi92dl 

The SEV power company 
reported a 33 per cent rise in 
profits to SKrlOlm. while 
sales increased by 15 per cent 
to SKr466m. The former Incen- 
tive group reported a loss of 
SKrS7m on sales of 

SKTSbn. 


L. A. Gear considers sale of Watson 
substantial minority stake from*!™ 


By Karen Zagor In New York 

L. A. GEAR, the beleaguered 
US footwear and apparel 
maker, yesterday said it was 
dtecusring the sale of a sub- 
stantial minority stake in the 
form of a con ve rtible security 
to an unnamed investment 
group. 

The company, which is 
straggling more than most of 
its competi to rs in the retailing 
slump, is also said to be 
actively soliciting potential 
investors. 

It has retained Merrill Lynch 
as its Investment banker to 
explore various financial alter- 
natives. 

L. A Gear, once the darling 
of Wall Street, has suffered a 
sharp reversal of fortune in the 
past year. At mid-session yes- 
terday. shares in the company 
traded at $12, down $%, on 
heavy volume. A year ago, 

Dyno Industrier 
to bay New 
Zealand unit 

DYNO INDUSTRIER, the 
diversified Norwegian chemi- 
cals and explosives group, is to 
acquire the New Besiand giae 
tmA formaldehyde fariiitipg of 
A. C. Hatrick for an 
undisclosed sum, writes Karen 
Fossil in Oslo. 

The acquisition will bring 
Dyno’s total worldwide glue 
production to 500,000 tonnes 
annually, in 11 countries. The 
plant will be called Dynochem 
NX Ltd. 


L.A. Gear’s stock changed 
hands at more than $50. 

Analysts said the company 
was in great need of an equity 
infriskm. L.A. Gear, which in 
1989 said it planned to be “No l 
in ’91” has been posting net 
losses, when Nike and Reebok, 
the two biggest sports shoe 
makers, are recording steady 
improvements in earnings. 

Ms Heidi Steinberg, an ana- 
lyst at Salomon Brothers, attri- 
buted L. A. Gear’s problems to 
Its dependence on fashion. Its 
lack of diversification and it 
relative youth. 

The company is also bur- 
dened by a glut of inventory, 
which has put pressure on 
gross margins as the company 
slashes prices to sell old mer- 
chandise. According to Ms 
Steinberg, it needs to become 
more focused. 


The company enjoyed a 
meteoric rise in the mid-1980s, 
when its high-fashion sports 
shoes were de rigeur on the 
streets of Los Angeles and the 
Wall Street trading floors. In 
1389. L.A. Gear posted earn- 
ings of $3.01 a share on sales of 
$6l7Am. 

The past year has been less 
kind to the company. In the 
fourth quarter, to November 
30, it turned in Its first quar- 
terly loss since it went public 
five years before. 

In March, the company 
restructured its credit fertility 
with Its banks. The bank 
group, led by BankAmerica, 
cut the credit line from 1360m 
to $300m. Letter-of-credit usage 
was to $70m from $l25m. The 
agreement prohibits any losses 
for the quarter ended May 31 
and thereafter. 


Avesta climbs to SKr85m 


By John Burton 

AVESTA, the Swedish 
■faiiwipwi steel group, reported 
that profits after financial 
items rose to SKrtiSm (S13.7m) 
during the first four months of 
1991 compared with SKr26m a 
year ago. 

However, it warned that 
eaming a for tiie year will be 
significantly lower than its 
1990 result of SKrl57m due to 

falling rfpmatwl 

It also announced 800 job 
losses. 

The improvement in the 


period was primarily due to 
smaller losses in the value of 
Avesta’s stockpile. 

It suffered a loss of SKr4m 
on its inventory this year, com- 
pared with a deficit of SKrlSOm 
during the same period last 
year. 

Excluding stock valuation 
changes, profits fell 49 per cent 
to SKr89m. 

Operating profits also tum- 
bled by 40 per cent to SKrl48m, 
while sates declined by 7 per 
cent to SKr2.76bn. 


resigns 
from board 
of NAB 

By Mark Westfield 
in Sydney 

SIR BRUCE Watson, the 
chairman of Australian 
resource group MIM Holdings, 
resigned from the board of the 
National Australia Bank yes- 
terday because of a possible 
conflict of interests during 
talks on the future of the com- 
pany’s loss-making Newlands 
and Collinsville coal mines. 

MIM has said it will close the 
mines unless it successfully 
renegotiates with its banks 
debts attached to the project of 
A$560m (US$437 Jim). 

NAB is one of the five lead 
banks in the syndicate which 
has financed the project, which 
cannot meet Its interest pay- 
ments. Sir Rupert Clarke, the 
bank's chairman, said Sir 
Bruce had resigned because of 
“circumstances which had 
recently arisen and which pos- 
sibly lead to a conflict of duties 
as chairman of MIM Holdings 
and as a director of the bank”. 

Cray forecast 
on earnings 

CRAY Research, the US 
supercomputer maker, expects 
earnings to be lower in the sec- 
ond quarter, flat in the third, 
but higher in the fourth quar- 
ter. Mr John Carlson, Cray 
executive vice-president and 
chief financial officer said, 
Reuters reports. 
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FINANCIAL TIMES TH0RSDAV MAY 23 1991 


1 1054 11824 12570 13475 J4S63 55076 55908 16758 17502 18384 


0297 11061 11826 12673 13477 
0299 11064 11844 12675 13484 
0303 11071 11848 13877 13488 
0310 11073 11858 12682 13489 
0312 11078 1(860 (3591 13491 
0319 11062 11865 12704 13432 
□321 11088 11877 12712 13S02 
0328 11090 11882 12716 13S04 
0333 11101 11884 12717 13508 
0347 111 IB 11894 1Z718 13509 
0349 11117 11898 12723 13S15 

0355 11119 11901 12734 13517 

0356 11133 11907 12725 13525 

0357 11137 11908 12728 13526 

0375 11139 11912 <2731 13528 
0382 11146 11913 12734 13529 
0388 11149 11915 12744 13533 
0392 11153 11918 12748 13S48 

0396 11194 11926 12750 13552 

0397 11165 11928 12752 13558 
0402 11172 11934 12754 13560 
0409 11178 11938 12762 13567 
0412 11184 11947 127C3 13568 

10413 11190 11950 12784 13571 
0023 11199 11955 127G7 13575 
0434 11201 11956 12772 13582 
0032 11200 11958 12775 13586 
0437 11207 11967 12754 13588 
0440 11208 11963 12703 13502 
0452 11212 11970 12803 13588 
0460 11218 11976 12806 13604 
0488 11222 11980 12811 13617 
048Q 11226 11962 12813 13820 
0488 11228 11983 12814 13S38 
0480 11235 11988 12815 13841 
0492 11238 11992 12819 13648 
0494 11245 11993 12823 13649 
050Q 11246 12001 12826 13655 
0513 11271 12004 12845 13857 
0517 11285 12013 12850 13660 

0519 11288 12017 12857 13862 

0520 11291 12023 12869 13864 
□522 11301 12024 1287D 13B70 
0528 11302 12046 12874 13674 
0530 11313 12048 12875 13877 
0532 11317 12053 12888 13682 
0536 11322 12056 12897 13688 
0540 11324 12084 12809 13709 
0546 11326 12065 12903 13715 

0550 11928 12066 12906 13716 

0551 11332 12070 12910 13718 

0552 11334 12074 12911 13720 

0554 11338 12078 12913 13721 

0555 11339 12081 12917 13723 
0562 11340 12083 12921 1372S 
0572 11342 12098 12922 13733 
0575 11343 12100 12939 13740 
I057B 11348 12103 12942 13742 
0579 11349 12105 12944 13740 
0581 11350 12120 12957 13750 

0583 11356 12127 12959 13756 

0584 11381 12131 12963 13759 
0588 11382 12138 12970 13785 
0593 11387 12146 12974 13788 

0599 11389 12148 12976 13761) 

0600 11373 12149 12995 13772 

0604 11375 12152 12997 13774 

0605 11381 12153 13001 13799 
0810 11383 121 M 13010 13707 
0612 11388 12196 13013 13798 
0622 11388 12170 13022 13808 
0625 11303 12177 13038 13810 
10830 11395 12100 13044 13812 
0635 11396 121917 13046 13816 
0842 11396 12200 13052 13818 
0848 11406 12203 13056 13819 
0640 11407 12210 13061 13826 
0661 11410 12211 13063 13831 
0652 11418 12212 13005 13832 
0665 11415 12214 13086 13836 

0896 11417 12215 13094 13837 
0660 11419 12218 13098 13838 
0667 11421 12222 13099 13843 
0684 11422 12224 13108 13882 
0690 11423 12229 13118 13853 
0895 11431 12231 13117 13860 

0897 11442 12234 13118 13863 
0700 11443 12248 13123 13865 
0707 11447 12289 13128 13889 
□712 11448 12280 13129 13876 
0715 11453 12293 13130 13870 

0719 11454 12294 13132 13881 

0720 11457 12295 13140 13883 

0722 11463 12288 13141 13887 

0723 11464 12302 13143 13890 
0725 11470 12303 13144 13891 
0729 11479 12314 13148 13896 
0733 11481 12328 13148 13899 
,0738 11488 12340 13181 13908 
10730 11491 12341 13164 13809 

0749 11483 12343 13171 13911 
0758 11485 12351 13178 13020 
0788 11488 12360 13184 13923 
0778 11508 12364 13186 13828 

0780 I 1526 12366 13187 13835 
0784 11536 12309 13183 13938 

0781 11539 12381 13202 13839 
0797 11548 12383 13207 13844 
0803 11650 12388 13210 13849 
0810 11551 12380 (3211 13854 
0813 11554 12381 13222 13855 
0815 11557 123B9 13223 13886 
0823 11570 12408 13225 13858 
0830 11579 12416 13234 13871 
0832 (1585 12419 I3Z35 13972 
0637 11588 12428 13Z36 13875 
0838 11587 12431 13243 13878 
0841 11600 12439 13248 14000 
0846 11604 12442 13250 14017 
0848 (16(2 12447 13268 14019 

11613 12448 13268 14025 
11818 12451 13273 1402B 
11622 72452 13278 14031 
11837 12409 13281 14038 
11 642 18455 13298 14088 
0870 11864 12458 13313 14047 
0873 11665 12482 13314 14061 
0882 11871 12464 13322 140S3 

0884 11874 12465 13323 14057 

0885 11677 12488 13325 14058 
0885 11679 12471 13337 140S9 

0900 11680 12474 13342 14060 

0901 11682 12477 13348 14089 
0908 11688 12481 13350 14073 
0911 (1692 (2482 13352 14075 
0813 1JGS7 12488 13353 14086 
0914 11689 12488 13354 14089 
0917 11700 12490 13358 14100 
0923 11708 12488 13357 14103 

10825 11708 12503 13380 14112 
0930 11727 19507 13364 14113 
0933 11729 12512 13370 14118 
0944 11734 12527 13372 14180 
0968 11737 12530 13378 14121 
'0983 (1741 12536 13377 14123 
11747 12537 13379 14124 
0872 11748 12551 13383 14133 
0979 11760 12568 13384 14168 

0981 117B1 12571 13388 14170 

0982 11 782 12574 13 387 14173 
0984 11770 12675 13401 141 BO 
0900 11774 12583 13406 14185 
0991 11784 12586 13411 14188 

0983 11785 12591 13414 14187 
0337 11782 12532 13*17 14191 
100* 11795 12598 13429 14197 

006 11796 12588 13430 14202 

007 11787 12605 13438 14211 
1011 11799 12832 13439 14212 
1017 II 802 12840 13441 14217 
028 11807 12645 134S1 14231 
028 11808 12653 13*53 14238 
030 11B12 12657 13454 143*8 

032 11815 12659 13466 14250 

033 11B16 12864 13465 14254 
047 11817 12666 13467 14281 


I42S6 15077 15909 16760 17583 W .... 

4270 15084 15912 16765 17HK 18394 

4271 15085 15914 16767 17S9S 18388 

4276 15104 15920 1E7B9 17587 18402 

4277 15(07 (5923 16771 17515 18406 
4284 15109 15838 16772 17627 18409 

4288 15110 15940 16773 17634 18416 

4300 15115 15943 16774 17635 18*26 

14305 15116 15944 1677B 17637 18437 

14309 15118 19945 (6778 17638 18441 

4319 15H9 15947 16780 17541 18445 

4324 15128 15948 18784 17843 18448 

4337 15133 15951 16785 17648 18*48 
4328 15138 15959 16795 17652 18453 
4330 15139 15861 16790 17858 18*58 

4338 15140 1G364 168® 17660 184G9 
4337 15142 15975 16817 17668 18470 
4342 15145 15378 16828 17872 18478 
4358 15150 15965 16932 17877 78*85 
4383 15152 1S994 1683* 17678 1S480 

4372 15158 15898 16837 17880 18483 

4373 15165 16020 16842 17683 18500 
4383 15176 16021 16851 17685 18511 
>4387 15175 1 6022 16554 17897 16533 
4388 15179 1 8036 18856 1 7589 18534 
14391 15182 (6037 18858 17B97 18536 

4395 15187 16039 16868 17688 18538 

4396 15205 16043 16870 17898 18543 
4399 15208 16044 16888 17710 18546 
4403 15210 18046 16894 17716 18563 
■1407 15223 16047 16887 17732 185G5 
4416 15229 16052 16900 17737 18568 
4419 15230 16057 16909 17747 18570 

4422 15231 16061 16812 17749 18571 

4423 15274 16066 18913 17780 18S76 
4432 15276 16075 16817 17781 18582 

18588 
18586 
1BB89 
18804 

4452 15285 18102 16953 17700 1 

4456 15201 16105 16955 17781 

4457 15233 18117 16970 17789 

4487 15299 16131 16874 17794 18622 

4473 15301 18141 1687S 17801 t 

16981 17802 1 

16394 17808 1 

16996 17810 1 

16998 17H16 1 

17011 17815 1 


4433 15277 16087 
4438 15278 16089 
4441 15200 16082 
4447 15281 16095 
4451 15283 16101 


4488 15305 16146 
4486 15306 16147 
4468 15310 16148 
4483 15311 16163 
4494 15314 161 


SI 


9138 

9140 
18147 
. 53 
91 5* 
9161 
67 

8170 

75 

>81 79 

8180 

91*2 

1154 

1166 

87 

89 

3209 

9212 

9219 

9220 


9234 


8271 

9Z72 

9274 


11 
17766 
17770 

17773 

17774 


16811 

18813 


Williams & Giya's (Nederland) B.V. 

US$ 100,000,000 11% Guaranteed Bonds 1993 

Unconditionally and irrevocably guaranteed 
as to payment of principal and interest by 

The Royal Bank of Scotland Group pic 

Notice is hereby given that, in accordance with the Terms and Conditions of the above-mentioned loan, Bonds for the principal amount 
of USS 20,000,000 have been drawn, in the presence of a Notary Public, on April 24, 1 991 for redemption at par on June 30, 1 991 . 

The following Bonds have been drawn and may be presented to Kredietbank S A Luxambourgeoise or to other Paying Agents 
named on the Bonds: 

00004 00841 01721 02607 03453 04313 05(01 05941 0570* 07536 08574 09*28 

00009 00842 0172* 02608 03456 04310 051 04 05343 06706 07637 08578 09428 

00012 00845 01727 02810 03*57 04319 05108 050*5 087W 07641 Q858B «M34 

00015 00850 01728 02613 03486 04327 05121 05848 08714 07843 08591 09*37 

00024 00851 01734 02620 03473 04330 05122 0535* W715 07845 QOT97 09442 

00027 00858 01737 02830 03*79 0*335 05145 05955 06719 07656 Q8MS 0W43 

00008 00865 01738 02635 03484 0*338 0515* 05968 06723 07«B2 08599 09*55 

00035 00867 01740 02647 03*90 04338 05157 05S60 06734 07870 08608 09460 

00038 00676 01741 03648 03505 0*342 05162 05963 08 7 51 07675 00609 09465 

00048 00881 017*8 08860 03507 04344 05168 0®»* 08 7 82 07670 06012 09*70 

00047 00880 01754 02667 03508 04351 05174 05965 06763 07683 0862* 09476 

00048 00883 01755 02870 03509 0*353 05189 05969 06760 07588 08628 09481 

00053 00887 01750 02679 03518 04354 05200 05901 06792 0768 3 06030 09483 

0005* 00897 01780 02685 03532 0*356 05201 0S96S 08793 07702 08532 »*91 

00058 00904 01783 03880 03545 04382 05210 05968 06796 077(0 08833 09492 

00056 00905 01773 028687 03548 04385 05218 05990 06797 07712 00838 09483 

00003 00908 01776 02688 03555 04370 05227 06005 08799 07719 08643 0949* 

00063 00916 01790 02089 03553 04384 05228 06007 08800 07720 088*0 09*99 

00073 00977 01791 02033 03580 0*385 05232 06011 06811 0772* 00651 09504 

00075 P<w>3 01793 02697 03584 04407 05238 08014 088(7 Q/fc fl 09650 09507 

00000 00932 01816 02713 03573 0*412 0S238 06O19 06810 07731 06660 09510 

00088 00938 0T818 02717 03574 04416 05244 06021 06821 07732 08662 09512 

00091 00841 01022 02718 03580 0*420 05245 06027 06823 07737 08669 09313 

0«*3 0094* 015W 02732 0358? 05261 OW30 0^6 07TO M870 09518 

00097 00SS1 01833 08741 03590 04425 05262 08031 06838 0774 1 0867 8 08517 
001 02 00981 01838 03742 03593 0*435 05263 06042 06839 07781 08670 09520 
00120 00969 01842 02746 03594 04440 0538* 06044 06852 07763 08883 09S24 
00133 00972 01844 027*8 03596 0*441 05267 06045 00853 07784 08887 08S26 
00130 00979 01848 02748 03600 04443 05268 08046 06854 077S5 08692 09 SZ7 
00139 00360 0(648 02756 03800 0*444 05274 06047 06858 07783 O07D0 09538 
O0M2 00982 0 855 02768 03607 04455 05275 06048 06869 07784 06702 09533 
Ooi« 08889 maw osra 03810 04476 05276 06052 06870 07793 08704 0«48 
00147 00991 01870 02775 03611 0*488 05204 0605* 06881 07801 08705 0956* 

00149 00993 01871 02785 03613 04491 05299 06057 068® 07807 08707 0K56 
00(55 00998 01877 02787 03614 04497 05303 06056 06883 07816 08720 09562 
00159 01000 01 885 08794 03618 04502 05308 06069 06895 0 7817 0 8722 09563 
00164 01004 01891 08797 03630 0*505 05309 06083 06903 07826 08723 0956* 

00105 01007 01B92 08700 03637 04507 0S312 06091 06915 07835 08729 09570 
00166 01019 01901 02800 03638 0*516 05317 06003 06918 07837 08739 09580 
00(78 01023 01900 02801 03840 04517 05325 0809* 06923 078* 8 08745 09587 
00185 01027 01921 02803 03641 04523 05330 06096 06820 07852 08746 09593 
00190 01035 01922 02805 03640 04526 05334 06100 08330 07855 08758 09597 
00193 01038 01928 02613 03GS1 04528 05335 06101 0 6931 0 7B56 06759 09611 
00204 01057 01937 02815 03653 04533 05336 06105 06933 07873 08784 09615 
00211 01056 01941 02817 03855 0453 9 05343 06107 069*1 07880 06788 096(6 
00213 01061 01946 0282S 03656 04544 06346 06114 06959 07082 00798 09617 
00216 0106* 01948 02820 03665 04550 05348 06117 06969 07886 00799 09619 
00220 01067 01953 02828 (0669 04551 05356 08120 06979 07893 08803 0962S 
00224 01071 01954 02829 03671 04555 05364 08123 06984 0789* 0881G 09628 
00229 01077 01059 02842 038?S 04571 05370 06124 06988 07895 08817 09632 

00244 01080 01960 02854 03675 04572 05382 06120 07007 07899 08821 09636 

00245 01081 01962 02859 03676 04585 05383 06132 07009 07900 08831 09637 
00254 01084 0)983 02864 03691 04586 05385 06135 07011 07907 08833 09630 
00258 0109* 01968 02865 03662 04586 05330 06137 07018 0791 4 06837 09640 

00262 01107 01076 D287D 03688 0*994 05391 08146 07019 07931 OB838 09643 

00263 01129 01980 02874 03689 04596 05393 06147 07025 07935 08849 09648 
00286 01130 01983 02879 03693 0*597 05396 06140 07028 07941 08851 09667 
00267 01139 01984 02888 03696 04599 05398 061SS 07028 07947 08854 09668 
00281 01148 01994 02889 03697 04600 05*02 06169 07030 07353 08862 09678 
00291 01148 01995 02892 03702 04601 05404 0618* 07031 07955 08866 09670 
00302 01151 01997 02897 03709 04602 05412 06196 07035 07961 08870 09589 
00305 01154 0200* 02903 03710 04605 05424 06201 07038 07987 08873 09693 
00309 01156 02015 02324 03711 04607 05425 06202 07D45 07973 08878 09694 
003(5 01183 02025 02927 03728 0*609 05428 0621 1 07055 07980 08886 09703 
00317 01165 02026 02931 03732 0*620 05429 06212 07063 07987 08889 09714 
00320 01157 02(00 02934 03742 04628 05430 06215 07065 07995 08998 09719 
00330 01178 02036 02938 03709 04627 05434 08218 07090 07988 08899 09723 
00335 01179 02039 02945 03774 04644 05450 08219 07092 08005 08904 09727 
00337 01 188 02048 02947 03777 04647 05453 06220 07110 08012 08909 09733 
00348 01188 02053 02958 03707 04649 0546* 06226 07118 08013 08011 09738 
00347 0119* 02054 02987 03790 04650 05487 06228 0712* 08015 09918 09746 
00352 01195 02057 02972 03793 0*865 05*69 08229 07155 08Q29 08921 09749 
00359 01196 02061 02983 03705 04673 05470 08234 07156 06035 08028 09754 
00361 01199 02083 02908 03798 04681 05477 06235 07185 00037 08931 09755 
00372 01202 02071 02991 03800 04690 05480 08237 07172 08038 08939 09757 

00374 01220 02093 02992 03802 04692 05487 08239 07173 09041 08943 09759 

00375 01221 02096 02994 03813 04995 05494 08243 07179 08042 09050 0 9762 
00377 01233 02101 03010 03816 04896 05498 08240 07181 08056 08956 09797 
00382 01239 02104 0301 S 03819 04700 05506 06250 07192 08057 08958 09770 
00384 01248 02112 03016 03819 ©4702 05508 06252 07195 08082 09967 09772 
00392 01251 021(9 03020 03821 04703 05512 062S5 07212 00071 09969 09798 
□0395 01280 02139 03037 03822 04710 05515 06250 07217 00073 08978 09796 
00397 01262 02157 03030 03823 04712 05523 06260 07232 06079 08991 09900 
00399 01264 02182 Q3052 03824 04713 05532 06261 07239 06080 06988 09808 
00415 01274 02174 03062 03828 04721 05556 06268 07242 08099 08993 09810 
00430 01275 021 75 03063 03833 04722 05561 06289 07245 09100 09995 08814 
00432 01278 02170 03073 03840 04728 05564 06270 07254 08110 08966 09833 
00435 0(288 02186 03076 03842 04728 05569 06274 07267 09120 09000 09941 
00437 01289 02190 03078 03847 04737 05570 06278 07277 08122 09004 06842 
00448 01291 02202 03084 03853 04746 05577 06278 07279 08123 09008 09943 
00455 01293 02206 03100 03891 04750 0557B 06287 07283 08128 09009 09844 
□0456 01295 02221 02102 03863 04752 05597 00289 07285 09133 09018 09645 
00487 01296 02222 03106 03867 04756 05590 00292 07289 08135 09022 09948 
00489 01315 02225 03110 03873 047B9 05692 06299 07291 08148 09029 09962 
00473 01317 02233 03119 03877 04779 05SS3 06298 07292 08158 00030 08975 
00475 01318 02240 03120 03891 04778 0SSB6 08301 07295 00180 09033 09879 

00477 01319 02250 03131 03898 04780 05597 06304 07298 08180 09040 09879 

00478 01329 02253 03147 03908 04782 05599 06305 07302 08175 09043 09880 
00480 01331 02254 03154 03915 0*783 05908 06308 07303 08179 09045 09893 
00489 01332 02257 03158 03917 04797 05612 06323 07305 08179 09049 09903 

00493 01334 02262 03108 03924 04798 05613 0B32S 07308 08186 09052 09907 
00492 01339 02274 Q31B9 03927 04802 05617 06348 07314 08190 09054 09911 

00494 01340 02277 03178 03945 04803 05834 09352 07315 08190 09055 09914 
00505 01341 02282 03182 03640 0*804 06037 08382 07317 08203 09074 09815 
00508 013*6 02287 03185 03848 04807 05841 06370 07331 08213 09079 00817 
0051 a 01348 02289 03(87 03950 04815 05653 06373 07334 08214 09079 09904 
00512 01349 02293 03188 03951 04817 05891 06378 07338 08217 09068 06908 
00515 01357 02287 03189 03953 0*822 05562 06381 07340 08218 09089 09938 
00517 01380 02300 03196 03958 0*828 05863 06382 07341 08220 09091 06948 

00522 01362 02317 03203 03971 04830 05067 08384 07344 08229 00102 09950 

00523 0(380 023(9 03208 03974 0*831 05689 08389 07350 06233 09104 09973 
00537 01370 02325 03210 03870 04834 06679 00395 07351 06237 09109 08975 
00545 01377 02328 03211 03978 04838 06685 00406 07364 08243 09117 09981 

00554 01385 02339 03218 03983 04838 05687 00408 07369 08252 08135 09988 

00555 01388 02342 03221 03885 04840 05701 06410 07363 08256 09140 08994 
00565 01392 02344 03224 03367 04841 06706 064ft 07384 08257 09148 09996 
00573 01407 02347 03227 03989 04846 05716 06418 07374 08280 00158 10007 
00579 01432 02348 03240 03990 048S3 05717 06432 07378 06277 09160 10009 
00587 01433 02351 03242 03992 04858 05723 00437 07383 08287 09163 10012 
00808 01447 02360 03261 04000 04807 05724 06*46 07385 08294 08168 10017 
00615 01462 02362 03365 040 13 04874 05729 06451 07396 06308 08181 10025 
00620 01477 02371 03299 04016 04879 05734 06452 07404 08310 09190 10027 
00627 01470 02373 03281 04031 04887 05739 0646* 07408 08313 09185 10029 
00655 01481 02383 03288 04034 04888 05745 06488 07415 0B322 09196 10039 
00658 01502 02393 03291 04038 0*890 05749 06487 07419 08324 09197 10042 
00887 0(509 02395 03297 0*046 04895 05755 08469 07420 08337 09199 10052 
00668 01511 02387 03299 04058 04903 05789 08474 07432 083*5 09200 10054 
00889 01517 02398 03301 0*065 04908 05771 06476 07438 08348 09210 10066 

00670 01510 02402 03304 04067 04912 05773 08486 07442 08370 09217 10059 

00671 01529 02405 03313 04071 04919 05774 06491 07444 08371 09218 10060 
00675 01532 024 10 03314 04074 0*922 05778 08*95 07448 08390 08219 (0051 
00878 01534 02411 03316 04088 04823 0578S 08501 07459 08385 0922* 10074 
0060* 01540 02414 03316 04087 04926 05791 06508 07482 08388 09228 1007B 
00686 01545 02420 03317 04091 04928 05795 06514 07485 08390 08231 10078 

00705 01549 Q2421 03321 04125 04835 05796 06522 07487 08393 09232 10081 

00706 0(552 02425 03322 CM 128 04838 05904 06530 07474 08404 08285 10087 
00708 01565 02427 03325 0*129 04939 09807 06550 07480 08408 00253 10108 

00710 01568 02*32 03327 04134 04841 05813 06SS4 07481 08410 09258 10123 

00711 01576 (12445 03333 04156 04942 05814 06557 07498 08420 09205 10134 
00713 01578 02*57 03339 0*158 049*3 05819 06660 07512 08423 09289 10139 
00720 01580 02471 03341 04(80 0*9*6 05830 06563 075 15 08424 09281 10142 
00722 01583 02475 033*3 04170 04046 05835 06584 07540 08428 09301 10153 
00730 01591 02480 033*5 04174 04951 05838 06665 07544 08430 09302 10180 
00732 01533 02487 03351 04185 04958 05843 06572 07S50 08444 09303 10178 
00737 01614 02498 03355 04204 04900 05844 06574 07552 06448 09310 10179 

00744 01818 03506 03359 0*203 04964 05845 08577 07558 08*59 09312 10184 

00745 01620 02507 03380 0*211 04865 05853 06583 07565 08401 09322 1(7185 
00752 01833 02512 03361 04213 04968 05880 06585 07570 08485 09325 10186 
00754 01634 02515 03387 04221 0*983 05862 08588 07571 08468 09331 10192 
00760 01637 02918 03368 0*222 04885 05884 0659* 07500 08488 09334 10105 

00781 016*0 02526 03384 0*225 04988 05867 06695 07582 0848S 08037 10205 
00765 01642 02527 03359 0*220 04990 05889 06598 07586 08492 08340 10206 
0Q7B6 0(646 02530 03*03 04230 05004 05871 06602 07587 08494 09356 10216 
00772 01658 02532 03406 04236 05009 05874 06609 07591 08485 00372 10218 

00782 01666 02540 03410 0*238 05015 05877 06510 07592 08497 09373 10221 

00783 01687 02543 03412 0*247 05018 05880 06820 0759* 08*99 0938 1 10228 

00785 01671 02552 03415 04252 05023 05880 00630 07590 00501 00383 10228 
00791 01680 02556 03421 04254 05034 05887 06642 07600 05513 09385 10230 
00793 01683 02563 03433 04255 05042 05BB2 06649 07611 009 IB 00391 10233 
00799 01686 02570 0342* 04268 05055 05838 06661 07B1Z 08522 09393 10236 
00802 01680 02571 03425 04276 05056 05902 06662 07013 08528 09402 10245 
00805 Ol £97 02573 03*26 04380 05081 05904 06077 07020 08538 09406 1025B 
00810 01700 02575 03*28 0*28* 05064 05914 08678 07624 08545 09410 10258 

00814 01701 02581 03432 04290 05081 05321 0668* 07627 08547 09417 10263 

00816 01702 03588 03438 042S4 05085 05923 08689 07831 08555 09419 10275 

00820 01703 02587 03440 04308 05007 0693* 08681 07832 08556 09423 10Z7B 

00839 01720 02603 03443 04311 05097 05989 06695 07833 08566 09*25 10285 

Bonds surrendered for redemption should have attached the coupon due on June 30, 1 992. Coupon due on June 30. 1 991 should 
be detached and collected in the usual manner. 


4601 15335 16170 17013 17820 18640 

4503 15341 16175 17016 17826 18642 
4507 15345 16183 17020 17844 18644 
4510 15357 16190 17024 17846 18848 
14511 15306 16194 17033 17849 18850 
4519 16374 1B2D2 17034 17S58 18651 
4521 15381 16206 17035 17882 1BES9 
4525 15383 18206 17037 17874 18880 
4532 15384 16216 17048 17875 18661 
4541 15392 18219 17050 17879 18662 
4543 15393 16223 17051 17882 18669 
4548 15406 16229 17054 17887 18671 
4551 15408 16232 17082 17896 18678 
4553 15408 16234 17064 17901 18680 
4555 15425 16236 17069 17902 18884 
4581 15429 16244 17070 17907 18686 
4562 15*35 16352 17071 17015 18694 
>4588 15*38 18257 17076 17B17 15895 
4569 15441 16258 17078 17821 18703 
4578 15448 16260 17081 17954 18709 
14579 15449 16273 17088 17945 18712 

4580 15460 16278 17068 17905 18718 

4581 15453 16288 17095 17972 18720 
4584 15459 16289 17101 17978 18722 

4586 15482 162S2 17102 17960 18724 

4587 15463 16293 17103 17961 18726 
4589 15486 16302 17113 18002 18734 

4504 15469 16304 17120 18003 18735 
14595 15471 16300 17121 18005 18738 
*601 15472 16315 17129 18006 1B740 

4602 15475 18317 17141 18009 18745 

4603 15486 16320 17148 18013 18746 
4613 15491 16326 17154 18014 18750 
4615 15494 1632B 17178 18027 18756 
4625 15496 16329 17180 18029 18762 
,4827 15507 16833 17183 18002 18774 
4631 16508 16337 17186 18006 18777 
4839 15509 16350 17196 18008 18778 
4643 15512 16353 17203 18039 18779 
4844 15622 16363 17215 18051 1B7B3 
4645 16523 16369 17230 18057 18795 
4648 1SS33 16371 17232 18062 18796 
,4648 15539 16375 17234 16063 18801 
4650 15540 16386 172S2 15065 18812 
14863 15543 16380 17253 18088 18813 
4873 15547 18388 17283 18071 18818 
4882 15560 16403 17271 18078 1882* 
4684 15663 16409 17274 18082 18826 
4687 15568 (6413 17278 18084 18831 
.4899 15580 18422 17283 18094 18833 
:4705 15581 16423 17291 18100 18848 
4708 15582 18428 17896 18105 16545 
14709 15589 16431 17301 18111 18855 
14714 15591 16432 17302 18113 188S0 
4725 15594 16433 17305 18115 18864 

1725 15596 16442 17311 18119 18806 
1732 15801 16447 17312 18122 18868 
1736 15606 16448 17316 18123 18870 
1739 15808 16448 17317 18(28 18871 
'40 15610 16453 17320 18130 18877 
14749 15612 16454 17331 18131 18879 
14754 16620 16462 17336 18132 18882 
14786 15827 18470 17351 18138 18886 
759 15630 16472 17352 15147 188S3 
1761 16634 16477 17356 16149 18894 
1764 15835 16478 17359 18152 18907 
791 15630 16483 17361 18157 16912 
,794 15641 16494 17364 16159 18915 
14808 (56*2 ( 6508 17308 (8(60 (89(0 
4812 15679 1862* 17376 18163 18320 
4818 15682 16530 17381 18186 18925 
4828 15685 16533 17385 18168 18929 
4832 15712 I 8594 17388 1B1B7 18941 
4835 187(4 (8535 17405 (8(88 I6BS3 
4842 15732 18841 17406 IB 169 18954 
4846 15735 16545 17409 18173 18955 
" 15738 16556 17417 16175 10960 
14872 15739 16587 17418 18177 18968 
4873 (5740 10572 174(8 (8(85 18870 


4878 15744 18577 17422 18192 

4877 15746 16585 17423 18198 

4879 16754 16889 17430 16200 

4687 15757 16591 17433 18207 

4682 (5766 I8S93 (7438 (82(8 

4008 15772 1G694 17437 18229 

4911 16774 16600 17438 18231 

4913 15779 16602 17456 182*2 19000 

4920 15785 16606 17466 18244 19001 

'4925 (5787 18609 (7457 18248 19006 

*940 1 5789 16618 17468 18249 19009 

4944 15797 16824 17474 18299 19010 

4945 15500 16833 17477 182B3 19013 

19 15603 16634 17461 1826S 19014 

>4872 (5807 18040 17483 (8275 (8815 

4977 15817 16043 17486 18276 19024 

14978 15B19 16044 17467 18260 19028 

4980 15820 16650 17488 18283 19030 

4965 15821 16866 17490 18293 19048 

4988 15828 18661 17490 18303 19058 

4967 15827 18667 17505 18310 19061 

5002 15826 18871 17512 16314 19064 

5003 15832 10672 17513 18219 19006 

6011 15834 10680 17522 18322 19070 

5021 (5837 16883 17538 (8324 19074 

5033 15803 16684 175*2 18333 19090 

5037 16809 16702 17544 18340 18092 

5038 15870 10720 17548 18347 19097 

5040 15872 16721 17550 18381 19101 

5048 15874 18728 17X4 18384 18100 

5053 15877 18729 173S6 18367 19118 

5057 15882 10740 17563 18371 19120 

5068 15883 18743 17573 1B373 19123 

3067 15691 10748 17574 1B377 19134 

5088 15894 16752 17562 18378 19135 

5071 15699 16754 17566 18362 19196 


9311 

9012 

9016 

9317 

9316 

9321 


9350 

9356 


9402 

9410 

19411 

9418 

9422 

9*23 

9428 

9435 

9440 


9453 

9454 
9*59 
9463 
9409 

9470 

9471 
9476 
9479 
9487 


9542 

9546 

9SS7 

9560 

9952 

9589 

9671 

9576 


9600 


9613 

9625 


II 

9634 


9099 

9704 

9706 

9724 

9725 
9730 
9732 

9747 

9748 
9751 
9754 
9750 
9773 
8775 
9783 


9798 

9814 

9818 

9821 


9673 


9911 


II 
19943 
9947 


9974 


Amount outstanding: US$60,000,000 

Bonds previously drawn and not yet presented for redemption: nil 
Luxembourg, May 23, 1991 



The Principal Paying Agent 

KREDIETBANK 

SLA. LUXEMBOURGEOISE 


U.S. $100,000,000 



Allied Irish Banks pic 

Undated Floating Rate Notes 
Subordinated as to payment of principal 
and interest 


Interest Rate 

6)5% per annum 

Interest Period 

23rd May 1991 

25th November 1991 

Interest Amount per 
U.S. 510,000 Note due 
25th November 1991 

US. $335.83 


Credit Suisse First Boston Limited 

Agent 


U.S. $100,000,000 

Taiyo Kobe Finance Hongkong Limited 

Guaranteed Floating Rate Notes Due 2004 

Guaranteed as to payment of principal 
and interest by 

The Mitsui Taiyo Kobe Bank, Limited 


interest Rate 

6iHa% per annum 

Interest Period 

23rd May 1991 

25th November 1991 

Interest Amount per 
US. $10,000 Note due 
25th November 1991 

U.S. $326.15 


Credit Suisse First Boston Limited 

Agent 


INTERNATIONAL COMPANIES AND FINANCE 




Sony surprises with 16% 
increase in pre-tax profit 


By Robert Thomson in Tokyo 

SONY Corporation, the 
Japanese consumer electronics 
maker, yesterday reported a 
16J per cent increase in consol- 
idated pre-tax profit for its last 
fiscal year. The figures sur- 
prised stock market investors, 
who poshed down the Tokyo 
market index yesterday on 
rumours that the company: s 
profits had weakened. 

Pre-tax profit far the year to 
end-March was Y264L59bn, up 
from Y227.43 bn, while sales 
rose 23.6 per cent to Y3,61&5bn 
as international demand 
remained strong tor the com- 
pany's audio and video prod- 
ucts. Sales for the current year 
are expected to be Y4,000bn, 
with a pre-tax profit of Y320bn. 

Consolidated returns include 
the software sales of what was 
formerly CBS Records and 
Columbia Pictures Entertain- 


ment, which was bought in 
November 1989. The company 
said muff fo entertainment ' 
rose 4.1 per cent to Y47&9Bbn 

&nd filmed *»ntprtariwm«»nt qaiffl 

advanced by 178.4 per cent to 
Y25L5ta.-‘- • 

Sales in Japan rose 9.5 per 
cent to Y952.4bn, in the US by 
SSLS per cent to Yl,Q5iL9bn, in 
Europe by 422 per cent to 
Yl,Q17tm, and elsewhere by 
35.7 per cent to Y59Sbn. 

Sony officials raid fixture 
returns have become “ever 
more difficult to forecast" 
because of the slowing of 
Japan's economic growth rata, 
“worsening economic and 
trade friction", and “intensify- 
mg price competition".' 

The parent . company- 
reported a 22.4 per cent 
Increase in sales to TLSSObn, 
with pre-tax. profit up 22 & per 


cent to YIM-Sm. Sales of video 
equipment rose 30 per cent, 
audio equipment 1L4 per cent, 
televisions 16.6 per cent and 
other products 305 per cent 

Sony said the "other prod- 
ucts" classification included 
semiconductors, which were 
reported to have performed 
wal, while fixe company's com- 
puter display operations were 
particularly successful. 

Concerned that the current 
year couM mark a turning 
point for the company's 
growth, Sony executives- said 
the company would “Improve 
its financial soundness"; 
"upgrade efficiency in an 
areas”, and further develop Its 
overseas operations to bund a 
“solid corporate structure 
capable of responding to 
ctamge in the operating 

nnunent*. 


Building boom boosts Komatsu 


By Stefan Wagstyl in Tokyo 

KOMATSU, the Japanese 
construction equipment mater, 
yesterday reported a 4UL per 
cent Increase in consolidated 
annual pre-tax profits to 
Y85bn, ($620m) doe largely to 
the capital spending boom in 
Japan. 

Group sales tor the year to 
end-March rose 1L5 per cent to 
Y989bn. Domestic sales were 
up by 128 per cent at Y688hn 
and overseas by 88 per cent at 
YSOlbn. The economic slow- 
down hit sales in the US and 
parts of Europe and even the 
previously-buoyant market in 
south-east Asia showed some 
signs of weakening, said Che 
company. 

Komatsu delivered a power- 


fill vote of confidence in the 
continued growth of the Japa- 
nese economy, despite warn- 
ings of deceleration from some 
other n m n rawiia a, it maintained 
that the domestic market 
would remain stable due to 
w n i tinnhig investment in plant 
and equipment and the govern- 
ment’s commitment to increas- 
ing public works. 

it added that recession in the 
US and parts of Europe ruled 
out imKi-itfhvi co nfidence 
Hie group’s net profits rose 
14A per cent to Y3L2bn. By 
sector, the group's fast-growing 
I ndustrial e qui pment division, 
which mflimB robots, recorded 
the biggest sales increase - 
30.4 per cent to Y86.7hn. A 48.6 


per cent rise in domestic sales 
was partly offset by- a decline 
in overseas turnover. Construc- 
tion equipment sales rose 9.4 
per cent to YfiHJbn. 

For the current year, Kom- 
atsu. forecasts a rise in consoli- 
dated sales to Yl,050bn. But 
group {unfits, depressed hr a 
downturn overseas, are expeo- 
ted to toll to Y75bn. Net 
lnrnma will rise to Y83-5bn, 
due to better results Grom noa- 

The parent company, which 
accounts for most operations 
inside Japan, is forecast to 
increase sales and pretax prof- 
its. Sales are predicted to rise 
from Y674bn to Y690bn and 
profitsfrom Y4A5bn to Y47ta. 


Toray turns 
in record 
results 

By EmBto Terazono 

in Tokyo 

TORAY, the Japanese 
synthetic fibre maker, 
annonwiwd a 4 per rise in con- 
solidated pretax profits to 
record Y72.7bn (8528m) for the 
year to March 1991. . 

Sales rose 8.7 per .cent to 
Y9i7j.hn due to strong growth 
In the fibre diviskm, with poly- 
ester filament offsetting price 
rises in raw materials such as 
naptha and higher interest 

payments. 

Toray posted a 69 per cent 
decline in after-tax profits, but 
the previous year’s figure bad 
been boosted by land 
sales. 

Fibres and textiles sales 
increased 49 per cent to 
Y443-8bn due to brisk sales in 
the company's Tetoron fibres, 
and fabrics for sportswear, 
nay’s plastics and chemicals 
rision saw a 5.4 per cent rise 
to Y229bn in sales of resins and 
polyester film for magnetic 
tape. 

Toray pasted a L6 per cent 
rise in unconsolidated pre-tax 
profits to Y569bu on a 69 per 
cent increase in total sales to 
Y5ffi.4bn. After-tax profits MI 
7.7 per cent to Y28.9bn. 

For the current year, the 
parent company expects pre- 
tax profits to remain flat at 
Y56bn due to higher labour 
and transportation costs and 
interest rate payments. Sales 
are expected to rise 7.6 per cent 
to Y630bn. Toray expects to 
increase capital spending by 
215 per cent to Y58bn. 


Oji Paper 
falls 36% 

By Nell Weinberg 

OJI Paper, Japan’s largest 
paper manufacturer, suffered a 
36.7 per cent plunge in pretax 
profits to Y259bn (H85.6m) for 
the year to end-March. 

Heavier interest payments 
for YlOlJSbu in capital spend- 
ing were blamed for the disap- 
pointing profit figures. Sales 
for the year rose only 29 per 
emit to Y4&L9bn due to lower 
paper pices. 

Oji expects to post a 22.7 per 
cent drop in pre-tax profits to 
Y20bn for the year to end- 
March 1992, which would be 
the third consecutive decline. 
Continued high depreciation 
costs and rising distribution 
and material expenses were 
cited as reasons for the grim 
forecast 

Sales are projected to rise 52 
per emit to YSOTtm and cap i tal 
spending is set at Y47fan. 


Banque Indcsuez 
US. $125,000,000 
Floating Rate 
Notes due 1997 

For the three months 20th May, 
1991 oo 20th November, 1991 
the Notes will cany an interest 
rate of 6%% per annum and 
coupon amount of U.S. $330.63 
r U.S. $10,000 Note. 

on (fee Laxemixxirj; Stock 
Exchange 




Company, London Agent Knit 


Yamanouchi edges ahead 
despite decline in prices 


By Nell Weinberg In Tokyo 

YAMANOUCHI Pharmaceu- 
tical, one of Japan’s top drag 
makers, overcame a demine in 
prices tost year to post gains in 
sales and pre-tax profits for the 
year to end-March. 

Pre-tax profits advanced by 
2.7 per cent to Y59.61bn 
(*428Am) on sales 9-3 per «nt 
ahead at Y213.18bn. Strong 
ftomanifl for nuriwKiig anti-ulcer 
and anti-gastritis drugs; plus’ 
higher royalty revenues,- was 
behind the strong performance. 

The Japanese government 
has forced price cuts for a 
number of drugs, and these 


have put press ur e on industry 
earnings. However, 
Yamanouchi predicts sales will 
climb 34 per emit to Y220bn 
and pre-tax profits by the same 
amount to Ywbn in the year to 
end-March 1992. 

Company nfWri«b» expect a 
drug to treat schizophrenia to 
gain approval mirier .Japan’s 
national health insurance 
programme by the df this 
month. Approvals for oral 
co ntr ac eptive s treatments 
for urinary disturbances and 
hypersensitivity are likely to 
follow in 1992. 


Spalvins sells half of his 
share stake in Adsteam 

By Marie Westfield 


MR JOHN Spalvins, departing 
Adelaide Steamship Company 
chief executive, has sold half of 
his shares in the company as 
part of a share and option deal 
to cash in bis rights to shares 
in the proposed A|235m 
(US$183 -5m) National Foods 
IJmlted flotation. 

Minority Adsteam sharehold- 
ers have been granted by the 
Australian Stock Exchange 
preferred rights to one 
National Foods share for every 
5.78 Adsteam shares they hold. 
National Foods will buy most 
of the food businesses df 
Adsteam Associates Industrial 
Equity for A$41L4m and float 
next month before listing. 

Mr Spalvins sold 8.7m shares 


through the market for 1L5 
cents. The same parcel was 
then sold to unknown buyers 
for 145 cents a share. 

Mr Spalvins is expected to 
buy baric the shares when they 
go ex-rights after May 29 for 3 
to 4 cents each. He is one of 
the largest individual holders 
of Adsteam shares, but about 
half of his 17.7tn shares are 
locked up in the company's 
employee share scheme. 

Mr Spalvins, who will step 
down as Adsteam chief execu- 
tive on July 5, also has 1.135m 
shares in the associate com- 
pany. David Jones whose share- 
holders are entitled to one 
National Foods share for every 
2L28 David Jones shares held. 


Earnings at 
ANZ dive 
by 72 % to 
A$ 105 m 

By MaricWMtftefd 

in Sydney ' ; . 

AUS1BAIJA andNeW&aland 
Rmilrfitg Group (ANZ) g off e r ed 
a so per cent drop in pre-tax 
profit to A 9232.601 
(OS$18l.7m) for the. six 
wwwtihe to March SI, making it 
toe wont pafamar of AhMrt- 
tia's three listed banks. . 

ft repotted a drop in after- 
tax ewnrtngs of 72 per cent to 
just AjlOiSm* compered with 
a net pints of Asssom for the 
same period last year. 

The bank more than doubted 
its charges for bad debts to 
A$534.7ta over the Hatch half 
last year, and loans not paying 
Interest have nearly. quadru- 
pled in the six months to 
AS&lfeat, due mainly to the 
severe recession fat Die ANT* 
home state of Victoria* 

Its bad debt charge was 
slightly better, however, than 
the A*5fi8.7m taken In the 
previous six-month period to 
Se ut a nib e r so. 

Last week. Australia's other 
major listed banks, National 
Australia and Westpac, 
reported is per cent and 38 per 
cent net profit falls 
respectively for the six mouths 
to March 3L 

Mr WUl Bailey, ANZ group 
chief executive, said he saw 
signs of the growth in proWem 
loams easing, but expected 
difficult trading conditions for 


the rest of 1991. 

“Our problem loans remain 
concentrated in tin smalt and 
medium-sized business sector, 
parficnlariY in our home base 
of Victoria where 

n mnH f a rinrinp industry 

the property sector have been 
hardest 2Ut by recession,**.. he 
saU. 

Institutional Investors fat 
Australia are also concerned 
that the bank’s interim 
dividend has. more than halved 
to 10 cents. Despite the 
dividend cot, the payout of 
Afioosm almost accounts for 
the A*104Am net profit. 

Return on shareholders’ 
funds fen to 48 per cent, 
compared with 18 per eent a 
year ago. Brokers revised their 
full year profit forecasts from 
about ASSSOra to between 
AtSOfaz and A8320m and they 
expect a foil-year dividend of 
22 cents to 24 cents. 

ANT’S shares (lipped sha r pl y 
by 14 cents to A23.71 after 
release of the profit, figures 
yesterday, while tiie shares of 
its two. competitors both rose 
entire day. 


Hiroshima Bank 
does better 
titan expected 

By Nett Weinberg 

HIROSHIMA Bank, which 
ranks seventh among Japanese 
regional banks in fund vol- 
ume, posted a &£ percent rise 
in pre-tax profits to Y2&36hn 
( 8182 . 4m) for the year to end- 
March. 

The bank earlier had expec- 
ted pretax profits to drop 24 
per cent as a result of rising 
fund-raising costs. . . 

However, it said that the 
value of its stock portfolio 
recovered sharply in the sec- 
ond half of tiie year. Profits 
from loans bond trading 
also surpassed expectations. 

The bank, active In the 
Japan Sea region, is predicting 
pre-tax profits will fall 10*5 
per emit for the c u rre n t year to 
March 1992 to Y22Jbn, with 
no farther stock * portfolio 
gains expected. 
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FEMSV 


Fomento Economico Mexicano, S A. de CV. 

23,811,987 American Depositary Shares 

Each Representing 

One Share of Series B Common Stock 


Price US $3.6733 Per ADS 


Bear, Steams & Co. Inc. 

Bear, Steams International Limited 

Bankers Trust International Limited 
BT Securities Corporation 

Inyeriat International Inc. 

N*i°nal Ftnandeta,SJi,C 

Acciones Bursi tiles, SLA. lie CV.act^ffladvwortolh<5«nifl6Shjtf«ht^d»ni«>nnemk>n»^^0(tefW« 

April 25, 1991 
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French yields rise sharply 
as political fears mount 

By Sara Webb fh. London and Patrick Ha rv e ra o n in New York 
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FRENCH government bonds 
fell yesterday on political wor- 
ries and rumours that the gov- 
ernment might introduce a. 
withholding tax. The market is 
showing signs of nervousness 
about economic policy under 
Mrs Edith! Cresson, the- new 
prime minister, traders said. 

The yield on the French gov- 
ernment bond with a 9.5 per 
cent coupon, due January 2001, 
rose to SJM per cent' yesterday 
afternoon, compared with 8L65 
per cent at .Tuesday's close. 
The Matif futures contract 
evened at 10&60 and tell back 
to 106.30 by late afternoon. 

The yield spread between 10- 
year French' and German gov- 
ernment bonds widened by a 
further three to four basis 
points to 59 basis points; com- 
pared with 44 two weeks ago. 

Traders said that there has 
been a marked switching out of 
the French government bond 
market in recent days follow- 
ing dissatisfaction that the 
Bank of France has not delfv- 

GOVERNMENT 

BONDS 


ered the long-awaited cut in 
the interest rats. 

Elsewhere in Europe, Ger- 
man gn wmwimt bonds firmed 
following the US lead. The 
liffe bund fixture, which dosed 
at 8SJ36- an Tuesday, traded at 
around 85.52 by late afternoon. 

The Bundesbank announced 
yesterday that it will offer 
four-year Treasury notes with 
a fixed coupon of 8% per cent 
at its auction today , the first of 
a series of such tender sales. 
Results are due in the after- 
noon. A portion of the Issue 
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..will be set aside 'for the Bund- 
esbank's market operations. 

■ UK - government - bonds 
opened up slightly Jhigher on 
the back of the strong US Trea- 
sury bond market, but later tell 
back. The benchmark 11% per 
cent gilt due 2008/07 rose A to 
109& to yield 10.35 per cent, 
while the shorter-dated gilts 
barely changed on the day. The 
Bank of unginnd said it had 
exhausted its £100m tranche of 
index-linked stock due 200L 

■ JAPANESE government 
bond prices fell yesterday 
ahead of ^ monthly auction 

. of 10-year bonds, due to wor- 
ries about oversupply. Traders 
said there had been some 
heavy selling by city banks of 
their bond portfolios in recent 
days, helping to depress prices. 

However, the -auction of 
Y800bn of bonds was well 
received with the big four bro- 


kers taking over half of the 
issue which carries a coupon of 
6J> per cent. 

■TRADING on the US bond 
market was again quiet yester- 
day morning, with prices 
slightly easier across the board 
ahead of the second tranche of 
the week's Treasury refunding 
issue. 

By midday, the benchmark 
80-year government bond was 
down & at 98%, yielding K255 
per cent The short end was 
also weaker, down A at 100A, to 
carry a yield of &804 per cent 
Activity was reported to be 
very analysts. 

The market’s attention 
remained firmly focused on the 
auction of $12J25n in two-year 
notes, which was due later in 
the afternoon. Although it was 
expected to go wed there was 
some worry that tomorrow's 
auction of five-year notes 
would prove less popular. 


Novo Nordisk shares to be sold abroad 


By Stephen FkSler, Euromarkets Correspondent 
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A SIGNIFICANT proportion of 
the 45ta shares to be created 
under a rights issue by Novo 
Nordisk, the Danish health 
care and- pharmaceuticals com- 
pany, will be sold in the inter- 
national market 
Goldman Sachs Interna- 
tional. which together, with 
Den DanskeBank has formed 
an underwriting group for the 
offering of B shares, said one 
prominent . shareholder,, the . 
Novo Nordisk Foundation, has 
indicated that it will not take 
up its .rights to. about. 620,000 
shares;: all .j>£. which wp be 


placed it i to n mU nmaiiy . Using a 
technique it used previously in 
rights offerings from Volkswa- 
gen and Norsk Hydro, Gold- 
man will attempt to.buy up 
other rights In Denmark in 
order to create shares' for an 
offering in the international 
market. 

■ Goldman Sachs is also are- 
an g fn g - Hu> placement in the 
US of some s shares of Elf 
Aquitaine, .the French state- 
ownfid ad -company, wnder a 
previously-reported 'offering, of 
7 fim shares. . 

They wffl be, offered ii 


US under the Securities and 
Exchange Commission's pri- 
vate placement rule rule 144a, 
with an over-allocation option 
of a further 400,000 shares. 
Some 2.6m shares are being 
offered in the international 
market through Paribas and 
1.8m in France through 
Banque Nationale de Paris. 

The total offering, which 
accounts for 3 per cent of share 
capital and is befog made to 
coincide with the listing on the 
New York , Stock Exchange of 
Elf’s shares, is expected to 
raise about $500m. ; ' 
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Euroquote 
christening 
may become 
its funeral 


T HIS weekend is an 
important national holi- 
day in Greece. It marks 
the anniversary of the Battle of 
(Ante, <me of the bloodiest of 
Second World War encounters. 

As If In celebration, there 
wfll be fresh blood on the floor. 
For at the Zappion conference 
centre In Athens, European 
nation will again confront 
European nation fo epic strug- 
gle. 

The cause: the seemingly 
endless tussle between stock 
market authorities over what, 
if anything -, they should do to 
promote greater cross-border 
share trading within the Euro- 
pean Community. 

Many officials of the 12 
nations gathering for the 
two-day Athens meetings, 
which starts today, are exprat- 
fog the worst 

It is now two years since the 
bourses, through the Federa- 
tion Of Stock Tkmhanggs fo the 
European Community, first 
agreed to a Joint venture 


Richard Waters 
describes the latest 
epic European 
straggle over what 
should be done to 
promote 

cross-border share 
trading 


through which they would 
seek to serve the European 
cross-border equity market 

That initiative looks finally 
to have come to nothing - at 
least as originally envisaged. 

The exchanges' attention has 
been focused on the creation of 
a joint network to disseminate 
share prices and company 
news. 

In time, that would have 
been developed into a 
full-blown trading system, 
eventually Tinkgrf to arrange- 
ments for settling cross-border 
deals. 

Called Euroquote, the ven- 
ture already exists as a sepa- 
rate company and has a skele- 
ton staff. 

It now needs Ecul2^m of 
new capital to continue its 
development. 

This is the point at which 
the exchanges most finally 
decide whether they want to 
proceed with Euroquote in its 
present form. ~ 

Ther answer Is likely -to be 
“No". - 

Two countries, the UK and- 
Germany, seem likely to vote 
against t b** 

Between them they speak far 
eight of the 27 votes on Euro- 
quote. - 

Without their support, it 
seems^ impossible for the pro- 
posal to proceed. 

The UK’s objections were 
based, in the early days of 
Euroquote, on the argument 
that no one had made a proper 
business case for the develop- 
ment of the system, and that It 
should be based on a proper 
case rather th an a 
visionary hope. 

In recent weeks, the London 
Stock Exchange has been more 
open about its real objection: 
that its own price quotation 
system, SEAQ International, 
already supports a substantial 
international equity marke t in 
London, so why should it give 
up its leadership without a 
fight? 

The German objections are 
more difficult to decipher. 

The Federation of German 
Stock Exchanges has never 
been keen on stage one of 
Euroquote (price dissemina- 
tion), and in recent weeks 
seems to have turned away as 
well from the creation of a foil 
trading system. 

Its interest seems instead to 
have turned to cross-settle- 
ment arrangements, arguably 
an area where the infrastruc- 
ture to support cross-border 
deals is far more necessary. 

The French, who also hold 
four votes fo Euroquote, have 
also been lukewarm about 
Euroquote, but have given fit- 
tie public Indication about 
their voting intentions. 

O nly the Spanish, the 
only other holders of 
four votes, seem com- 
mitted to the Idea. Faced with 
such opposition, it seems likely 
that Euroquote wfil not get the 
backing it needs, though a 
face-saving accommodation 
may be possible to allow it to 
lhnp on in some Conn. 

If the bourses can't agree on 
a way to serve the cross-border 
share market, who can? Con- 
siderable work has already 
been canted oat by GE Infor- 
mation Systems (the contractor 
selected to build the system) 
and Quotron (another contrac- 
tor afiminated at an earlier 
stage): It seems likely that, if 
the exchanges decide not to go 
ahead, one or other of these 
will' look to find alternative 
backers. 

Candidates are Hkely to be 
information suppliers, like 
Renters, and stock market par- 
ticipants (after all, banks 
already have plenty of experi- 
ence of joint electronic projects 
like. Swift, the international 
yments Systran). For rivals, 
Athens could prove the turning 
point 
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“The 

economic 


development 
of Eastern 
Germany 
should involve 
us all.” 


l lie Kuropcan Initiativi- 
for Eastern Germany 
hits been established in 
order t<> promote 
European investments in 
this nets region of the 
European Com mini its. 
Members: 

Banco di Roma, Banco 
I lispano Americano. 
Commerzbank. Credit 
Evonnais. KarslacU- 
Instituto N’aciotniJ do 

Indu-Stria (I.N.I.). Istituto 
put la Ricoslru/ionc 
Indusiriale {I.R-I.i. anti 
Martin Ban^emann. 

N ice President of the 
E.C. Commission. 


I 

I 

i 
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History has changed the face of 

Europe within the space of just a 
few mouths. Only yesterday a 
border province of the Soviet 
empire. Eastern Germany has to- 
day become again the centre of 
our continent. To contribute to 
the rebirth of this new region of 
the Federal Republic and of the 
European Community is to par- 
ticipate in the construction of the 
European common house and to 
invest in the very heart of Europe. 
Let's not miss this great oppor- 
tunity! 
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INTERNATIONAL CAPITAL MARKETS 


EIB provides further test 
for Euroyen sector 

By Simon London 


THE European Investment 
Bank maintained the recent 
supply of yen-denominated 
paper in the international bond 
market yesterday, launching a 
Y50bn issue. 

The 10-year deal, 
lead-managed by IBJ 
International, brings to YITOtra 
the amount of Euroyen bonds 
launched since KFW, the 
German financial institution, 
re-opened the market for large 
international issues two weeks 
ago. 

Bonds offered yesterday 
carry a 6V. per cent coupon 
and were re-offered to 
investors at a fixed price of 
99.46. 

At this level the yield is 6-83, 
a pick up of 5 basis points over 
the yield on the Y50bn World 
Bank issue launched via 
Nomura last week. 

Participants in the deal 
commented that demand for 
longer-dated Euroyen bonds 
was growing among European 
institutional investors, raising 
the prospect of more sovereign 
or supranational issues. 

The recent spate of Japanese 
borrowers issuing in sterling 
has created opportunities for 
swapping the proceeds of yen 
issues into the UK currency. 

Yesterday's issue was 
partially swapped into 
floating-rate sterling. 

The EIB also offered L600bn 
10-year paper in a deal lead 
managed by Banca 


INTERNATIONAL 

BONDS 


Commerriale Italians. 

The paper carries a coupon 
of 11.20 per cent and was 
re-offered at 99-95. 

However, the bonds traded 
up to 100.90 bid when freed to 
trade, surprising even the lead 
manager. 

The deal was supported by 
demand from Italian investors, 
which do not pay withholding 
tax on bonds issned by a 
number of supranational 
institutions, including the EIB. 

The performance suggests 
that either the deal was priced 
too cheaply for the Italian 
market, or that overseas 
demand for quality lira assets 
at this maturity is still 
growing. 

The Italian government 
launched its first fixed-rate 
10-year bond in February. 

The Eurodollar sector is also 
regaining confidence following 
several weeks of subdued 
activity. 

Recent issuance has been 
dominated by borrowers 
offering higher-yielding assets 
at gradually longer maturities. 

Yesterday, Cassa D1 
Rlsparmio Delia Provincie 
Lombards (Cariplo). the Italian 
savings institution, offered 
$200m seven-year paper in a 


deal lead managed by Nomura 

International 

The 8% per cent paper was 
re-offered at a fixed price of 
99%, where the yield spread 
over US government securities 
is 70 basis points. 

This offers a small pick-up 
over recent comparable deals 
now in the secondary market 

For example, Crddii 
Lyonnais’ 1300m seven-year 

deal was launched at a yield 

spread of 74 basis points last 
week but has now tightened hi 
to around 62 hasis points. 

Elsewhere, the anticipated 
upturn in issuance of 
convertible bonds by European 
companies began with a 
FI 200m deal from Woiters 
Slower, the Dutch publishing 
house, lead managed by Bank 
Mees & Hope. 

Late in the day, Beghin-Say, 
the French sugar and food oils 
group, launched a FFr2bn 
convertible deal lead managed 
by Credit Lyonnais — of which 
FFr455m will be placed 

i yitematinnaTly 

The company also 
announced a one-fbr-five rights 
issue yesterday, and the bands 
offer conversion into 
Beghin-Say shares at a 12 per 
cent premium to the ex-rights 
share price. 

The bands carry a 7% per 
r*nt coupon but unco n verted 
bonds will be redeemed at 110 
per omit of face value in 1999, 
giving a yield of 8J27 per cent 


NEW INTERNATIONAL BOND ISSUES 


Borrower Amount m. Coqm % Pita Mator tt y Fm Book rumor 

US DOLLARS 


Cariplo (London Branch)(b)t 
Taya Constructfon(a)# 

200 

100 

8J* 

4*2 

1014 

100 

1998 

1986 

1 4/1-825 Nomura Int 

2*4/1 h Nomura Int 

AUSTRALIAN DOLLARS 

IBM Australia Credit(a)T 

100 

11 

101*2 

1996 

2/1*2 

Hambros Bank 

FRENCH FRANCS 

Boghln-SoyCOtt 

456 

7-2S 

100 

1999 

2.6/1 >2 

Credit Lyomaia 

D-MARKS 

Dresdner Finance SV(c)t 

100 

12*2 

(c) 

199S 

. 

Drssdnsr Bank 

LIRE 

EIB(a>t 

eoobn 

11.10 

101 >2 

2001 

1^/1 *4 

Bca. Comm. Italians 

GUILDERS 

Woiters Kluwer NV(d)§t 

200 

8*2 

100 

1989 

2*2/1 *2 

Bank Maas & Hopo 

FMUSH MARKKA 
BqiM.Nattonale dTarta(a7t 

300 

11.20 

102 

1996 

i\nh 

Union Bank of Finland 

YEN 

EIBWt 

SOtMl 

64 

99.45 

2001 

szjsnrsbpiBJ mi 

Hanll Bank(©H+ 

10t»n 

<«) 

100.35 

1996 

35/20bp 

Daiwa Europe 


★★Private placement. SConverffMe. WNKh equity warrants. {Floating rate note. tFlnal terms, a) N on-callable, b) Deal Issued 
in term of Depositary Receipts via Law Debenture Truat Carp. Non-celleble. c) Issue and redampiion prices are linked to tfie 
Dax Index, d) Early redemption 20/8/96 at 103% declining by 1% per annum. Callable from 1/1/93 <1 130% rule applies, a) 
Coupon pays 30bp over 8-month Libor. Non-eaiiablo. l) Total amount o! Issue - FFrSbn. Callable at par from 1/1/94 to 3t/l2/ 
96. Unconverted bonds will be redeemed at 110% on 1/1/99. Conversion premium fixed at 12% over the eat rights share 
price. 


Securities 
role urged 
for Japan’s 
banks 

By Emiko Terazono 

in Tokyo 

THE Japanese banking 
Industry has produced a report 
for the Ministry of Finance 
stressing the importance of 
banks' entry into securities 
activities as part of the liberal- 
isation of the Japanese finan- 
cial system. 

The report, prepared by the 
committee of the Financial 
System Research CoondL an 
advisory panel to the Ministry 
of Finance, echoes the indus- 
try’s arguments that banks be 
allowed into the securities 
industries through subsid- 
iaries. 

Ministry officials are at the 
final stages at the assessment 
on the ongoing financial 
reforms, and the draft is the 
last of the reports prepared by 
the committee, which repre- 
sents the in tere s t s of the bank- 
ing industry. 

A report backed by Japan’s 
securities houses recently reaf- 
firmed the industry’s opposi- 
tion to Kuwttc ca tering stock 
broking, the most lucrative 
part of the securities business. 

The Financial System 
Research Council’s report pro- 
poses that although banks 
should be restricted from 
broking at the Initial stages of 
deregulation, specific subsid- 
iaries should eventually be 
allowed to enter businesses 
permitted under law. 

The report’s recommenda- 
tions that “firewalls" b etwee n 
the securities and banking 
business wi th i n the same insti- 
tution should be kept at a min- 
imum is also likely to trigger 
controversy. 

The report Is also likely to 
trigger renewed debate over 
the prolonged reform of 
Article 65 of the Securities and 
Exchange Law - Japan’s ver- 
sion of the Glass-Steagall Act 
in the US. Some proposals 
have highlighted the differ- 
ences within the banking 
industry. Japanese commercial 
banks, or city banks, are 
angered by the proposals that 
long-term credit and trust 
banks, with far fewer branches 
than the city banks, should be 
given priority in entering the 
securities business. 

Filial reports by the advi- 
sory groups are expected to be 
presented eariy next month. 


Learning to live with municipal risk 

Simon London on the growing dilemma for international bankers 


T HERE was once an 
unchallenged assump- 
tion in the capital mar- 
kets that local government car- 
ried the implicit guarantee of 
central government. However, 
recent events in Europe are 
forcing bankers to differentiate 
between municipal and sover- 
eign credit risk. 

Events such as the UK local 
authority swaps case - in 
which it was ruled illegal for 
local authorities to enter into 
interest-rate swaps contracts - 
have underlined that central 
government will not automati- 
cally bail out local govern- 
ment 

But the focus is not only on 
the UK In Spain, the southern 
local authority of Aguilar de la 
Frontera, in the Cordoba 
region, last month defaulted on 
a Pta350m ($3-27m) eight-year 

l oa n arranged through Banco 
Portugues do Atlantico and 
Mitsubishi Bank- The banks 

thought the credit carried a 
central government guarantee; 
the issue will now be decided 
in the courts. 

There are similar cases zu 
France. For example, the city 
of Angouldme, in western 
France, is currently forfng a 
budgetary deficit of FFrl70m 
($29 -3m) and an appeal for cen- 
tral government intervention 
did sot yield results, hi Sep- 
tember, the city government 
suspended debt service pay- 
ments. It bag admri banks tO 
waive interest payments over 
five years. If this is granted, 
the banks’ losses could total 
FFrtsOm. 

A report published last 
month by Moody's Investors 
Service, the US credit rating 
agency, noted “greater uncer- 
tainties about the predictabil- 
ity of the behaviour of central 
governments towards subna- 
tional governments in their 
territory - in particular, m- 
manag ed lo cal authorities'’. 

Ms Thoy Tranthi, a Moody’s 
analyst, does not believe that 
credit risk is rising for all local 
governments. Rather, the rela- 
tive risks are widening. 

However, analysing the 
credit risk of a local authority 
is no matter. TjTuna to 

local authorities are usually 
secured on the revenue 
accruing to the borrower 
rather than municipal assets. 
Hence the power of local 
authorities over revenue and 
expenditure is a vital compo- 
nent of the overall credit risk. 

“ Changes in scope and 



Michael HeMttbMC ruled 

oat retrospective validation 

method of revenue collection 
MW CHUSft significant' rfang na 
in non-payment rates, which 
could affect the financial 
health of the local authority,” 
said Ms TranthL 

The introduction of the UK 
community charge is a case in 
point Rate capping of UK local 
authorities has also restricted 
the amount which can be lev- 
ied in local taxes. 

Equally, controls ova- expen- 
diture twfro a number of 
forms. Spanish common idads 
face strict limits as to the 
amount of debt which, can be 
incurred - the government 
will only guarantee debt up to 
25 per cent of the local author- 
ity's earnings and ff repayment 
does not exceed 5 per cent of 
annual cash flow. 

Many co untries ifamtmd that 
local g ov e rn ment budgets are 
balanced. Independent audi- 
tors, such as the UK National 
Audit Office and the French 
regional courts of account, are 
also p ow erf ul checks on expen- 
diture and borrowing; 

Moreover, local authorities 
have become more sophisti- 
cated in their use of debt 
instrument and debt manage- 
ment techniques. Unexpected 
co ntingent natalities caw arise 
from off-balance sheet expo- 
sures such as guarantees. As 
new Btunrfng »md ri«ir man- 
agement techniques are devel- 
oped, legislation and regula- 
tion does not always keep pace. 

Moreover, it is not always 
dear Just what legislation does 
allow. 

Eariy judgments in the local 


authority swaps case ruled 
thatthe authorities were quite 
entitled to use the swaps mar- 
ket - so hmg as they used it 
for a specific purpose: risk 
management. However, the 
final judgment made dear that 
the' central issue was whether 
the authorities were empow- 
ered to use the swaps market 
at all without the specific sanc- 
tion in law. 

However, UK law. in the 
form Of the Local Government 
*nd Housing Act, is rot very 
specific. Section LU of the Act 
. allows local authorities to 
undertake transactions which 
“facilitate or are ancillary to 
borrowing". . 

While Mr Michael Hesdtine, 
the environment secretary, has 
ruled out legislation to retro- 
spectively validate existing 
swaps contracts, the financ i al 
powers of local government 
may still require clarification. 

The Chartered Institute of 
Public Finance Accountants 
(C5pfa), which represe n ts most 
UK load authority treasure rs, 
has joined the British Bankers 
Association in calling for legis- 


lation to be t igh t ened up. 

Straight borrowing by UK 
local authorities is not seen as 
a problem. But, in the absence 
of tighter legislation, focal 
authorities which need to 
refinance off-balance sheet 
credit arrangements, saleand- 
leasebacfc agree me n t s, dwriop- 
meut finance deals are fi n ding 
the market nervous. 

In an attempt to soothe the 
nerves of the banking commu- 
nity, many authorities are con- 
sidering applying foreredit rat- 
ings. Both Moody’s and 
Standard ft Poor’s rate local 
government bodies in other 
countries and have looked at 
the rating criteria which could 
be applied in the UK. 

H o wev er, there are worries 
that neither the rating agen- 
cies nor the biniw are fliHy 
qualified to rate UK local 
authorities. Both the Audit 
Commission and Cipfaare con- 
cerned that inadequate ratings 
are worse than no ratings at 
afl. 

Cipfa is working on its own 
credit rating criteria which it 
hopes will be adopted by rating 
agencies and banks alike- “If 
dty institutions are ta e na& i ng 
a MtmI of informal credit rati ng 
s y s te m already, then it is bet- 
ter to bring tin whole issue out 
into the open and introduce 
some rationality into the pro- 
cess,” commented Mr Bernard 


Hatty, cbamberirin of the Oty 
of London and chairman of 
dpfa's treasury management 
committee. . 

But credit ratings will not 
solve the central problem that 
tiie law gives only the broadest 
of what theflnanc* 
ing powers of UK local authori- 
ties are. Leasing activity, guar- 
antees, indemnities .bad other 
off-balance sheet finance activi- 
ties might afl - if challenged 
in the courts - be judged to 
fen outside the law. It is doubt- 
ful whether even the most 
accurate credit rating ran rate 
the willingness of a local 
authority to test the outer Un- 
its of legislation. 

In the absence of either a 
formal system of credit rating 
or legal - clarification, UK 
authorities are concerned that 
they axe paving more thro nec- 
essary for finance. 

“There is a feeling that local 
authorities are being asked to 
pay mere than is necessary - 
fogfading expensive legal opin- 
ion for every transaction,” said 
Mr Richard Harbard, chief 
executive and treasurer of 
Richmond borough in 
south-west London. 

Business is still being done. 
For example; the London bor- 
ough of Islington is close to 
completing a £200m refinanc- 
ing of a deferred purcha se 
arrangement with a group cf 
overseas banks. 

M r Alan Stenning. 
director of finance, 
said the negotiations 
were clouded by the impact of 
the swaps case. . . 

“Anything other than 
straight borrowing has become 
more difficult," he said- "For- 
eign hanks burnt by the swaps 
care have pulled back from the 
market, some of them com- 
pletely.” 

Among the complex refinan- 
cing arrangements considered 
by Islington to satisfy the 
hwwkit was a form of loan 
insurance provided by a US 
wwnpany which carries a top 
triple-A credit rating. However, 
such a solution would have 
meant Islington being rated by 
an outside agency to satisfy 
the Insurance company. This 
was a process Mr Stenning 
could not accept 
“AH UK focal authorities 
should carry the same credit 
rating,” he said. "Being rated 
by an outside agency will only 
add to the cost of local govern- 
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TRADITIONAL OPTIONS 


First Dealings 
Last Dealings 
L80t Declarations 
For settlement 


May 7 
May 24 
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August ig 


For rate Indications see end at 
London Share Service 


Calls In Avfn Pei, Berieford inti.. 
Blacks Lets., Bmtgene, Control 
Sees., Egerton Trust, Maxwell 
Caroms., Pathfinder, Premier 
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ten Trust Puts and calls In Con- 
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bjNOT CLOSE. . .EXACT 

The FT- Actuaries Share Indices Service 

E^s?; FINSTAT, the Financial Times Statistics Service, offers a unique 
J#Ji range of electronic information relating to the FT-Actuaries Share Indices. 
rpP j Your PC can now access all of the actual statistics used in calculating 
this important series, bringing new accuracy to your analysis. '■ 

Mi Printed details are also available^ 

LLi For further information contact FINSTAT on 071-925 2323 
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UK COMPANY NEWS 


Bass falls 15% to £209m 
as recession takes its toll 


By Philip Rawstome 


BASS, the brewing, hotels and 
leisure group, yesterday 
reported a 15 per cent decline, 
from £24 7m to £209 m, in 
interim profits reflecting the 
impact of the economic down- 
turn on trading conditions in 
the UK and US. 

Mr Ian Prosser, chairman, 
who had warned of the effects 
of the recession during the six 
months to April 13, said that 
any recovery would probably 
come too late to have a signifi- 
cant impact on annual profits. 

Trading levels had remained 
below last year's, but he was 
optimistic that the outcome 
would compare more favoura- 
bly with last year’s results 
than the interim figures. Ana- 
lysts are forecasting pre-tax 
profits of 2520m. 

Turnover during the first 
half fell marginally from 
£&26bn to £224bn, but operat- 
ing profits dipped 10 per cent 
to £266m (£296m). 


Eamtng g per share declined 
18 per cent to 42-ip <5L5p). The 
interim dividend, however, 
rises to 9J9p (9p). 

The recession was felt across 
all divisions. 

Brewing profits fell to £77m 
(£79m) on turnover of £82Qm 
(2798m). Total beer volumes 
declined by 3 per cent - due 
partly to the disposal of pubs 
from the Bass estate. However, 
free-trade volumes rose L5 per 
cent and the group claimed it 
had increased its market lead 
in the take-home trade. 

Profits from soft drinks 
dropped 37.5 per cent to £5m 
(£8m) on turnover only slightly 
lower at £2fl5m (£208m). 

Pub retailing turnover fell to 


£627m (£653m) and operating 
i. Traa- 


profits to £115m (£128m) 
tog conditions were toughest 
in the south of England and tn 
pub restaurants. 

Another 360 pubs were sold 
for £67m during the half-year 


bringing total disposals to 540. 
Under the terms ctf government 
orders, the group has to free 
2,750 pubs from tied beer sup- 
plies, but it intends to invest in 
new pubs in growth areas such 
as city centre bare. 

The Holiday Inn hotel divi- 
sion recorded a reduced operat- 
ing profit of 242m (£47m), on 
turnover down from £285m to 
2274m. Occupancy rates were 
down, but by less than those 
for the industry overall, it 

claimed. 

Mr Prosser said occupancies 
had shown an encouraging 
recovery since the end of the 
Gulf war and that reservations 
were now ahead of last year. 

Leisure turnover - includ- 
ing that of Coral, the book- 
maker which Is now up for sale 
- declined from £523m to 
£512m and operating profits 
were 17 per cent lower at £24m 
(£29m). 

See Lex 


Blacks treads 
fashionable path 
to hit £3.5m 


By Mlchiyo Nakamoto 


Recession-resistant popularity 
of fashion footwear supported 
a substantial rise to £3-5m in 
taxable profits at Blacks Lei- 
sure, the camping goods and 
sportswear retailer, t n the year 
to March 2. 

The rise from £lm was 
accompanied by moves to raise 
24.7m through a 2-for-S rights 
issue of &3m shares at 62p 
apiece. The shares rose 4p at 
87p. 

The sports distribution divi- 
sion put in strong pretax prof- 
its Of 23.58m (£637,000) while 
the retail division contributed 
23.03m (£L88m). Overall turn- 
over rose to £59Jhn (tffl fcn) . 

Gearing has been reduced 
from 178 per cent to 112 per 
cent at the year end on net 
assets of SUEn. 

Part of the proceeds of the 
rights issue will go towards 
reducing gearing further to 
about GO per cent, afte r pay- 
ment of gi -gm to cover part of 
a deferred consideration. 

Earnings per share were up 
to 12.6to (3.83p) and a ftwal div- 
idend or JL25p is recommended, 
making a total of SL25p (lpX 


Taunton Cider managers 
complete £73m buy-out 


By Ptilllp Rawstome 


MANAGEMENT AT Taunton 
Cider, file UK’s second largest 
cider maker, yesterday com- 
pleted a £725m buy-out from 
the company's main sharehold- 
ers, Bass, Courage and Scottish 
& Newcastle. 

Bass later announced that it 
had received 230.2m for its 41 
per cent share in the company. 
Courage had a simnar stake, 
and S&N is understood to have 
held about 9 per cent 

The three b rewer s put the 
Somerset-based company - 
which claims a 33 per cent 
share of the £570m cider 
market - on sale in February 
after a review of their 
i nvest m ents . 

A number of Taunton's pre- 
vious regional bre w ery share- 
holders have retained an 
investment in the new com- 
pany. 

Mr Peter Adams. Taunton's 
chief executive who led the 
buy-out team, said that the 
deal would give all the com- 
pany's 450 employees a stake 
in the business. 

“This will give e v ery on e in 
the company a major incentive 
in developing a successful long 


term future for the business," 
he 

Directors and employees 
have taken a 15 per cent stake 
and institutions aie taking 80 
percent 

As well as the employee 
investment principal equity 
have been underwritten 
by Morgan Grenfell Develop- 
ment Capital and banking 
facilities have been provided 
by Samuel Montagu. 

Taunton, set up by the 
brewers' consortium in 1969, 
matfe estimated cue-tax profits 
of £10.5m in the year to 
May 6. 

Though number two to Bol- 
ster in the overall cider mar- 
ket, Taunton’s Dry Blackth orn 
vies with Buhner’s Strongbow 
for brand leadership in draught 
sdles. Taunton occupies third 
place in take-home sales. 

Much of Taunton’s recent 
growth has conns from brand 
innovation. 

Its Diamond White and Red 
Rock ciders, backed by vigor- 
ous marketing campaigns, 
have become strong contenders 
in both the packaged and 
draught markets. 


Grampian 
offers 
£56.5m for 
Macarthy 


By Clare Pearson 


GRAMPIAN HOLDINGS, the 
Glasgow-based mini-congiom- 
- erate, last night launched a 
256.6m all-paper hostile take- 
over offer for Macarthy, the 
pharmaceuticals group with a 
recent history scarred by Its 
now-sold wholesaling busi- 
ness. 

Grampian is offering eight 
new convertible cumulative 
redeemable preference shares 
at lop each, plus one ordinary 
share for every five Macarthy 
20p shares. 

At Grampian's dose yester- 
day of 185p, up 2p» that valued 
the shares at 20&6p. Shares in 
Macarthy jumped 24p to 192p. 

Mr Ian Parsons, Macarthy’s 
chief executive, dismissed the 
offer as “clearly inadequate” 
and urged shareholders to 
take no action. 

Grampian, which has 
diverse interests Including 
sports goods and transport as 
well as pharmaceuticals, said 
there would be benefits from 
integrating its own pharma- 
ceuticals manufacturing and 
veterinary medicine busi- 
nesses with Macarthy’s. 

It attacked as “sub-standard 
and muddled” the recent track 
record of Macarthy, which ear- 
lier this year had to dip into 
reserves to maintain its divi- 
dend after rep or ti ng 1990 pre- 
tax profit s of £4.61m (£&6m). 

It also pointed out that Mr 
mi Hughes, Grampian's phar- 
macist (SainiKij ftmwwiy ran 

rtin Drummond chemists rttahi 
which Macarthy bought from 
Guinness in 1987. 

Last August Macarthy 
finally abandoned a battle far 
market share In the UK phar- 
maceutical wholesaling mar- 
ket by selling that operate to 
the Dutch Medlcopharma for 
215.75m. • 


resented a multiple of 17.8 
times Macarthy’s historic 
comings. The preference Share 
structure would provide a 
level of income comparable 
with, but more secure .than, 
that on Macarthy’s shares. 

Grampian increased pre-tax 
by 8 per cent to mxiw 
year. This is its first offer 
for a listed company. 

Grampian Is advised by Mor- 
gan Grenfell and Macarthy by 
Schraders. 


RHM cautions after small midterm fall 


By Roland Rudd 


RANKS HO VIS McDougaH the 
food and bakeries group, yes- 
terday reported* small feH in 
interim taxable profits from 
£7&9m to 2785m on turnover 
down by 16 per cent from 
29145m to 2766.3m. 

However, the group bad bet- 
ter news to announce from its 
cash control policies, which, 
resulted in interest receivable 
of £3£m for the half year to 
March 2, against a Charge of. 
EHM»m previously. 

Mr Stanley Metcalfe, chair- 
man, saw he was pleased that 
profits had held up well, 
despite severe competition and. 
recession on both sides of the 

Atlantic. 


But he added: "There are no 
indications that the difficult 
trading conditions experienced 
in the first half, including the 
property sector, will improve 
during the second halt” . 

Despite an increase in dollar 
sales, the US companies 
report ed reduced pre-tax prof- 
its of £&6m (28.7m). The group 
blamed a disastrous peanut 
mop, which doubted-prices. 

An increase in the costs of 
advertising Mr Kipling and 
Cadbury's cakes w ere behind 
the fall in Manor Bakeries to 
£7.4m (Efim). 

Grocery products, helped by 
last year’s cost reduction, 
repented static profits at 217m, 


the 

rang and 


of sterling, 
read tak i ng 
from £3L2m 
to reduced over- 


to 2333m 

heads. Food servlces achieved 
a rise from ©warn to £8J9m. 

The interim dividend is 
unchanged at 3.82p on 


I49pfl45p*. 

• COMMENT 

Shareholders have two reasons 
to be disappointed by these 
results. First, they expected an 
increase in fta daWdemfc in the 

event it was held. Investors 
woe not atom to hoping for 
better dividend news - most 
analysts had forecast a rise. If 


that was not enough' tori: news 
for one day the group derided 
to put out a very gfooaw profit 
forecast. The outlook may 
appear bad, but few ctehm en 
put It in such stork terms as 
Mr Metcalfe. , who said there 
were no isfficsttons that things 
would pick up in the second 
h alf However, better news 
should be lost round the cor- 
ner. With most of the busi- 
nesses reporting increased 
profits, the group appears to be 
keeping its powder dry for 
later in the year. Bantings per 
share are expected to increase 
to 28p for the year end. poling 
the shares on a prospective 
multiple of 9.8. 


Scapa makes £55.6m cash call 


By Andrew Bolger 


SCAPA GROUP, the Black- 
burn-based manufacturer of 
specialist products for the 
paper and printing industries, 
is raising £55. 6m in a fully 
underwritten rights issue to 
reduce borrowings and fund 
further growth. 

The group is issuing 4489m. 
new shires at 127p on a l-for-4 
bads. Scapa shares dosed 8p 
lower at 150p. 

Scapa also reported a 6 per 
cent decline in pre-tax profits 
to £4&3m in the year to March 
31. Turnover was ahead just 2 
per cent to 22909m. 

Mr Bill Goodall, chairman, 
said the group’s main busi- 


nesses continued to stand up 
well to a difficult environment 

He said that as forecast, 
much of the world papennak- 
ing activity remained at a high 
level, and even though profits 
had declined in the paper 
industry, the demand for engi- 
neered fabrics and engineered 
roller coverings was at a good 
level although competition 
remained strong. 

Orders for new paper 
machines, however, slowed 
appreciably and initial start-up 
orders for the group’s products 
were lower than usual. 

Mr Goodall said that year- 
end net borrowings were 


2622 m. 


of 


40 per cent, a level 
begun to constrain the group 
from taking advantage of 
external and internal invest- 
ment o pport uni ties. 

Expansion in engineered fab- 
rics and engineered rolls would 
continue in Europe, North 
America and in the Pacific 
region. A similar policy expan- 
sion was being followed in the 
industrial materials division, 
where complementary busi- 
nesses would be acquired. 

Earnings per share were 
15.7p (I6.6p). A final dividend 
of 3.76p is proposed for a total 
of 5.26p (5-OIp). 


HunterPrint cuts loss to £4.7m 


By Jane Fuller 


HUNTERPRINT Group, the 
combine rescued late 
year by a new manage- 
ment team led by Sir Ian Mac- 
Gregor, cut pre-tax losses from 
26.62m to £4. 68m in the six 
months to March 3L 

The reduced deficit came on 
sales down 36 per cent to 
£2&21m (fE36j.nO- About £Sm 
of that drop was accounted for 
by tiie disposal of loss-making 
businesses. 

At the operating level, losses 
were cut to £3.4lm (24.16m) 
and interest costs came down 
to £L64m (£L86m). 

There was also a 2368,000 
exceptional gain (£602,000 
charge) as the cost of moving 
equipment turned ont to be 
less than expected. 

Sir Taw, former chairman of 


British Steel and the National 
Coal Board, said revenue in the 
ongoing businesses was down 
by 25 per cent because of the 
depressed state of the market, 
the industry's overcapacity 
and intense competition, ft was 
estimated that the market was 
down 25 per cent compared 
with two years ago. 

HunterPrinfs revenue had 
‘Trig holes” in it from October 
to December, before new man- 
agement settled in. 

Their arrival was accompan- 
ied by the issue of 150m shares 
at 10p each which had raised 
213.6m. Nearly half of that 
tad gone to satisfy trade credi- 
tors. 

The group was now cash pos- 
itive and should be in profit 
by the end of the calendar 


year, Sir Ian said. 

Mr David Dalton, managing 
director of operations, said the 
Corby factory, which cast £34m 
to bafid causing a large chunk 
of the previous losses, bad 
increased output while operat- 
ing for five days a week 
instead of seven. Machine 
downtime had been halved and 
the factory was operating at 90 
cent capacity over five 


Mr Jonathan Stuart, finance 
director, said debt stood at 
210m. Gearing, which was 50 
per cent mtHnilfng leases (140 
per cent with than) after the 
share issue, had gone up 
because of the retained loss, 
but was now declining. 

Losses per share were 3J89p 
(33J85p). 


Charterhouse 
likely to bid 
for BCMB 


By David LasceHo*, 
Banking Editor 


Charterhouse, the merchant 
banking arm of the Royal Bank 
of Scotland, is dose to announ- 
cing its interest in buying Brit- 
ish & Commonwealth Mer- 
chant Bank, currently to the 
hands of the administrators. 

Charterhouse is believed to 
have negotiated exclusive 
rights to make a due diligence 
examination of BCMB, the 
main step towards making an 
actual purchase. It has indi- 
cated that it would be willing 
to hid about £20m. based on a 
formula linked to the quality of 
BOMB’S loan book. 

BCMB has been in adminis- 
tration since the collapse last 
year of its parent, British & 
Commonwealth, aud its assets 
have been frozen. 

An earlier attempt by the 
Cukurova group of Turkey to 
buy the bank failed after two 
UK clearing banks with depos- 
its to BCMB would not agree to 
the purchase terms. 

About ElOOm of stockbroker 
client money is locked away in 
BCMB, and many have been 
unable to recover funds. An 
acquisition by Charterhouse 
would increase their chances 
of obtaining full repayment. 

Depositors who bad money 
in their own names have been 
receiving payments from the 
Deposit Protection Board 
which pays out 75 per cent of 
deposits up to £20,000. The 
Board, which published its 
annual report yesterday, 
expects to pay out £24m to 
BCMB depositors. 
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Year ended 31st March 1991 


PRE-TAX PROFITS ,£215.2M +22.9% 

DILUTED NET ASSETS Per Share 671p “22.6% 


NET RENTAL INCOME 


EARNINGS PER SHARE 


DIVIDENDS PER SHARE 

(Proposed Final 14.25p) 


+ 21 . 1 % 
+ 25 . 2 % 
+ 16.2% 


PORTFOLIO VALUATION £4,708.5M 
SHAREHOLDERS’ FUNDS £3,370.9M 


• 79% of income from development programme secured by lettings 
• Only 7.3% of debt repayable before year 2000 
• Interest payable covered 2.8 times 
• Gearing 33% (net) 


LAND SECURITIES PLC 


The Report and Financial Statements for the year ended 31st March 1991 will be posted on Sth June 1991. Non-shareboldcrs who would 
like a copy are requested to write to: The Secretary, Land Securities PLC, Landscc House, 21 New Fetter Lane. London EC4P 4PY 
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Countryside 
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Countryside Investments Limited 
a wholly owned subsidiary of 


Countryside Properties PLC 


£20,250.000 

6 Year Hxed Rate Investment Loan 


Arranged by 


Bayerische Hypotheken- und Wechsel-Bank 
Aktiengesellschaft 

London Brunch 


Funds provided by 


Bayerische Hypotheken- und Wechsel-Bank 
Aktiengesellschaft 

London Branch 





Tokyo Pacific Holdings N.V. 

Curacao, Netherlands Armies 


Tokyo Pacific Holdings (SeaboanQ MV. 

Curasao. Netherlands Antates 


At the Annual General Meeting of Shareholders held on 21 St May, 1 Bfll 
acashiivictend of USS 9^ per Ordnary Share was declared payable as 
from 31 st May 1091 against delusry of dhidand coupon No. 21 wffli any 
one of the Paying Agents. 


At the Airaal General Meeting of Shareholders held on 21 si May 1991 
aca8hc&wJendoflB$6.88perOnan3rySh®»was<tecfared^Bt*a3 
fr^3^Msn'(ia^L^^^tfafivQryofdnrtdendaxipcinrto. 21 vSuiny- 


Pierson, tMdring A Pierson M.V. 
Rolan 55 . 

1012 KK AMSTERDAM 


rEun>p4e«iB <fe Banque 
21 FtueLaffitte,Paris9 


National Westminster Bank PLC 
Stock Office Services 
3rd floor, 20 Old Broad Street 
London EC2N 1EJ 
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Banque Paribus 
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Netforw! Westminster Bank PLC 
Stock Office Services 
3rd Floor 

20 Old Broad Street 
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UK COMPANY NEWS 


All divisions help 
lift restructured 
Courtaulds 11% 


Partnership talks could lead to 
BA taking direct stake in Sabena 


By diva Cookaon 

COURTAULDS, the specialist 
materials group, raised pre-tax 
profits by ' ll per cent to 
£18R3m for the year to March 
31; but the company set aside 
£6&.7m as an extraordinary 
item to cover the costs of fur- 
ther restructuring daring the 
coming year. 

“The increase in profits has 
been achieved against a back- 
ground of deteriorating eco- 
nomic conditions/ said Sir 
Christopher Hogg, chairman. 
“The manner in which the 
group’s businesses have coped 
with these conditions in the 
first year following the demer- 
ger of our textiles operations 
suggests we have a sound busi- 
ness for the future." 

The profits were about £lOm 
above market expectations - 
mainly because the group was 
less affected than expected by 
adverse currency movements 
- and the shares rose 6p to 


Courtaulds refused to 
divulge de tails of the wwnfag 
year's restruct u ring plan? *We 
cannot say anything because 
we are very sensitive to the 
commercial implications/ Sir 
Christopher said. 

This year’s £68.7m charge 
foflcrwB an extraordinary item 
of £41. 8m last year which 
related mainly to reducing 
overcapacity in the acrylic 
fibres business. Courtaulds’ 
factory In Calais has been 
dosed but the planned sale of 
its factory in Barcelona to Em- 
chem, the Italian ch emical* 
group, may not go through 
after aO. 

Courta ulds is also looking 
for a tracer for its fine riierm- 
cals business which is “highly 
profitable” and has a turnover 
of £60m a year but which needs 
further investment and is not a 
core business. 

Group turnover was flat at 


WHS sells TV side to 
consortium for £65m 

By Alice Rawsthom In London and 
William Dawfdns In Parts 


BACK IN the early 1980s when 
WH Smith first ventured Into 
the world of television, cable 
and satellite broadcasting 
looked like a exciting new 
medium with a lucrative 
future. 

Unfortunately for WHS, the 
progress of the cable ami satel- 
lite market has been for slower 
than it expected. WH5TV, its 
television business, has 
already absorbed an estimated 
£80m and is still two years 
away from b reak-ev en. 

Yesterday, WHS announced 
it was calling a halt to its 
expensive fora y into television 
by selling WHSTV to a consor- 
tium of investors - including 
Canal +, the French TV com- 
pany; Capital Cities/ ABC. the 
US communications group; and 
Compagnie G6n6rale des Earn, 
the French water company; 
and the WHSTV management 
- for £85m. 

The consortium has bought a 
business which includes three 

Screensport for sports, Life- 
style for women's interest and 
the Cable Juke Box service - 
as well as Molinare, the Lon- 
don-based television services 
group and a 19.5 per cent stake 
in Yorkshire TV, the indepen- 
dent television company. 

Canal + its rriatn reason 
for investing to WHSTV was to 
broaden its portfolio of theme 
channels, one of the fastest 


growing areas of its bus- 
iness. 

It. is. particularly . interested 
in sports broadcasting having 
invested in the area last -sum- 
mer. Canal + is also keen to 
expand into pay-TV outside 
France partly to compensate 
for slower growth from its orig- 
inal French service as its 
domestic market becomes satu- 
rated. 

The WHSTV theme chan- 
nels. Screensport and Lifestyle, 
which are both broadcast 
across Europe by the Astra sat- 
ellite. are still loss-making. 
Screensport is now received in 
20m homes and is expected to 
reach its break-even level of 
30m homes in 1992. Lifestyle, 
which reaches 8m homes, is 
scheduled to break even within 
a year providing it reaches 15m 
homes. 

Both Screensport and Life- 
style will need further invest- 
ment until they break even. Mr 
Frauds Baron, WHSTV’s chief 
executive, said that when the 
retail recession struck it 
became dear that WHS needed 
to concentrate resources on its 
core businesses. 

Negotiations with the other 
consortium members - all 
existing partners of WHSTV - 
started in Januar y. When the 
sale is completed WHSTV will 
turn into a new company, with 
a new name, armed with new 
investment for the future. 


Carlson to expand UK base 
by acquiring Smith Travel 

By Daw Id Churchill, Leisure Industries Correspondent 


CARLSON TRAVEL, the 
privately-ovrtied US group 
based in Minneapolis, is negoti- 
ating to buy the retail travel 
operations of WH Smith. The 
consideration was not dis- 
closed. 

The move is part of Carlson’s 
plans to take a. significant 
stake in the UK travel market 
Last year it acquired the. AT 
Mays travel agency chain, the 
fourth largest, fin: £15m from 
the Royal Bank of Scotland. 

Smith Travel is the seventh 
largest travel agency chain in 
the UK with 60 stand-alone 
shops and 89 outlets within the 
Smi th retail chain. 

The combination of Mays, 
with 297 outlets, and Smith 
Travel will still leave Mays in 
fourth place in the market, 
behind Lrnrn Poly, Thomas 
Cook, and.Pickfbrds Travel 

Carlson, -however, is also - 
understood to be negotiating 
with NFC, the UK transport 
group* to acquire Its Bickfords 
Travel retail subsidiary. If sno 


cessfuL it would create the 
largest retail travel group in 
the UK. 

NFC has been anxious for 
some time to sell off Pickfords 
because it does not fit in with 
its core strategy.' Apart from 
Carlson, it is also talking with 
Wagon-Lits, the French travel 
group.. 

WH Smith said yesterday 
that It had signed heads of 
agreement for Carlson to buy 
the standalone travel shops. It 
seems unlikely that it will also 
want to buy the in-store out- 
lets, which Snath’s plan to con- 
vert into retail selling space. 

Smith's departure from 
travel retailing had been 
widely expected, after the prob- 
lems the industry has faced 
over the past six months as a 
result of the recession and Gulf 
War. Package holiday bookings 
fell sharply during the first 
part of the year ana even now 
the market is reported to be at 
least 10 per cent below last 
year's levels. 
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By Paul Betts in London and David Gardner in Brussels 


£1.9bn but all five business sec- 
tors - coatings, performance 
materials , packaging, chemi- 
cals, fibres and films - 
increased operating profits in 
I990-9L 

The strongest growth came 
in marine paints, on the hank 
of a shipbuilding boom in the 
Far East, and in cellulose 
fibres (rayon) which are much 
in demand by the US fashion 
trade. 

Earnings per share rose by 
14 per cent to 36.5p (32p) and 
the final dividend of 8.6p 
makes a total for the year of 
12p OUpX 

• COMMENT 

Courtaulds has a very firm ■ 
vision of its future after the ! 
torrtiag demerger as “an inter- 
national specialty materials 
company” making chemicals 
that “protect and decorate” 
surfaces. It wants also to con- 
tinue making cellulose films 
and fibres made from wood 
pulp. As the continuing 
restructuring costs show, there 
are still several operations that 
do not fit - for example mak- 
ing acrylic fibres, polythene 
films and cigarette filter tips. 
Although Sir Christopher Hogg 
1s wa satiny m tha rfiiaf execu- 
tive’s role to Mr Sipko Huis-' 

maria fimrr feniMs t wiuh'm an 

extremely well-managed com- 
pany and the vision is within 
reach. Even so, there are sure 
to be some stumbles on the 
way. Two strokes of fortune 
boosted 199041 profits: rayon 
clothes came back into fashion 
in the US »nri thu dollar sud- 
denly strengthened before the 
end of the financial year. 
Unless Courtaulds is lucky 
again in 1991-92, profits are 
unlikely to be much higher 
and the shares, which have 
performed strongly over the 
last year, are high enough. 


BRITISH AIRWAYS and 
Sahara are in advanced talks 
over a new partnership which 
wpuld see BA Invest In a large 
direct stake in the financially 
troubled Belgian airlin e 

Mr Pierre Godfroid, chair- 
man of Sabena, confirmed yes- 
terday that his .airline was In 
partnership negotiations with 
both BA and Air France, the 
French national flag carrier. 
But talks with BA were the 
most advanced. 

Sir Colin Marshall, chief 
executive of BA, also con- 
finned this week that the two 
companies were continuing 
discussions over a new part- 
nership following the collapse 
last January of the tr i par ti te 
venture between Sabena, BA 
and KLM Royal Dutch Air- 
lines. 


Talks between BA and 
Sabena have been at top leveL 
Unlike the aborted partnership 
involving KLM, the current 
negotiations would involve an 
alliance with only one partner. 

Lord King, BA chairman, 
had also indicated that BA was 
interested in investing directly 
in the Sabena parent company 
rather than taking a stake in a 
Sabena subsidiary, os was the 
case with the original BA- 
KLM-Sabena deal 
Mr Godfroid said yesterday 
his airline had fixed an end of 
July deadline to reach a provi- 
sional agreement with a part- 
ner. He expected the new part- 
ner to buy at least a 25 per cent 
stake in Sabena. 

An eventual partnership 
agreement is part of Sabena's 
long term recovery plan, which 


also includes substantial Bel- 
gian government financial sup- 
port. The government owns 52 
per cent of the airline. 

The European Commission is 
examining a Belgian govern- 
ment plan to inject BFr35-2bn 
into Sabena. However, Mr 
Karel van Miert, the EC trans- 
port commissioner, said in an 
int e rvi e w he expected the aid 
to be approved provided “it is 
c lea r and unequivocal that this 
is Sabena’s last chance/ 

Brussels would insist on two 
conditions for the Sabena bail- 
out. The first is that Sabena 
must make more room for 
other operators in Belgium. 
The second is that after negoti- 
ating a partnership it can sat- 
isfy EC competition authorities 
that this will not lead to the 
monopoly of important routes. 


Provisions and write-down hit Chesterfield 


By Roland Rudd 

CHESTERFIELD Properties 
reported a 5 per cent increase 
in taxable profits for 1990, 
despite a £2J26m write down in 
the value of property held as 
dealing stock. 

However, failure to generate 
sufficient profits in the UK to 
offset against advanced corpo- 
ration tax forced the company 
to make an exceptional 
writeoff of £3.4m. Earnings per 


share fell from 34 Jp to 10. 8p. 

Pre-tax profits were £ 12.78m 
( pi?. 12m) on turnover of £35 2m 
(£28.61m). The revaluation of 
the Bridgend shopping centre 
caused the write down. 

Interest charges of £9. 76m 
(£10.03m) excluded develop- 
ment outgoings of £16.28m 
(£1328m) before tax relief. Bor- 
rowings of £200m, represented 
88 per cent of shareholders’ 


funds. Net asset value fell to 
£225m (£3Q7m). 

The value of the investment 
portfolio fell by 10 per cent to 
£346.69m. A further £292m of 
provisions have been made in 
respect of developments com- 
pleted since the year end 
which have therefore not been 
included in the 1990 valuation. 

The final dividend of 112p 
makes 18.5p (17.6p) in total 


KING & SHAXSON HOLDINGS PLC 

EXTRACTS FROM THE STATEMENT OF THE CHAIRMAN. MR. W.E.C. D'ABBANS 

Your Directors have pleasure in reporting a profit for the year ending 30th April 
1991 of £1,800,000 after providing for rebate, taxation and transfer to contin- 
gencies reserve. A final dividend of 7.76 pence per Ordinary share is proposed, 
making a total for the year of 10.25 pence, the some as the previous year. 

King & Shaxson Money Brokers Ltd has had an excellent year and made an 
important contribution to Group profits. I am pleased that all the efforts of the 
management and staff are bearing fruit. As 1 forecast lost year the Government 

has returned to the Gilt Market as a borrower which should increase the market 
makers' needs for the services of our Company. In addition, the recent increase 
in activity in the Equity Market has reflected in the Money Brokers' profits. 

Last year I informed you of two trade investments we had then very recently made 
in Just Ice (UJC) Ltd. and Chocfleet Ltd, (now renamed Kingfrics Ltd '. Just Ice, 
which virtually broke even in the year to September 1990, is looking forward 
to a profitable year in 1991, and has added substantial new business in the 
past twelve months. The effects of recession, and the longer timescale needed 
to introduce a new product into the market, have meant that Kingfries is only 
now beginning to show its potential with initial orders being received from at 
home and abroad. It is therefore expected that in the current year both these 
investments will show an improved contribution to our profit and loss account. 

As always it is extremely hard to look into the future. It will probably be some 
time before we see the lull effects of the reduction in Base Rates from 15 c ,b to 
12%. I am sure that there will be conflict between factors - such as the underlying 
rate of inflation, output prices, wage increases (particularly in the public sector) 
and the discipline of the E.RJM. - calling for caution in further declines in interest 
rates and those on the other side - such as the level of unemployment, the fall in 
industrial production and the desires of politicians - arguing the other way. 

Copica of the 1991 Annual Report and Accounts may be obtained from the Secretary, 

King A Shaxson Holdings PLC. 52 CorahiU, London EC3V3PD. 


An encouraging set 
of results.” 


THREE MONTHS RESULTS 

£ 1 = $ 1 . 9 1 for 1991 ($1.79 for 1990} 

Three months to March 

1990 1991 

Change 

CONTINUING GROUP TURNOVER 

£4, 108m 



{including Farmers’ exchanges) 




PRE-TAX PROFIT 

£1 59m 


| +40% | 

EARNINGS PER SHARE 

5.3p 


[ +45% | 


• Quality of Group businesses demonstrated by encouraging 
performance in difficult times for world economy. 


Tobacco: volumes up 5 per cent. Trading profit of £191m. 


• Financial services: Farmers, Allied Dunbar and Eagle Star Life 
performed well. Eagle Star's underwriting results unsatisfactory. 


• Board to consider declaring first interim dividend on 29 May, at 
a meeting before Annual General Meeting. 


• "The Group’s first quarter’s results are encouraging and I will 
comment more fully on our prospects at the AGM.” 

Sir Patrick Sheehy, Chairman 
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BAT INDUSTRIES 

The Ml quartely report is being posted to shareholders and copies are avaiable from the Company Secretary, BAT Industries p.l.c., Windsor House, 50 Victoria Street, London SW1H 0NL. 
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Good life performance 
Non-life remains unprofitable 


★ Operating loss £24. 2m. 

★ Higher claims and inadequate 
premium rates affected 
non-life results, particularly 
in the United Kingdom and 
Continental Europe. 


★ Life profits increased to £26.5m. 

★ Life premiums 13% higher 
despite more difficult market 
conditions in the United 
Kingdom. 


★ Shareholders’ funds increased by £123m to £ 1,358m. 


HIGHLIGHTS 


3 months 

1991 

Unaudited 

3 months 
1990 
Unaudited 

Total premium income 

£ 1,107m 

£ 1,051m 

Operating loss before taxation 

£24-2m 

£25 .6m 

Operating loss after taxation 

£19.7m 

£20.0m 

Loss per share 

4.6p 

4-7p 



Commercial Union pic 



TELEPHONE: 071-828 7233 AFBD MEMBER 

FTSE 100 j WALL STREET 

May 2450/2460 -20 Jim 2902/2914 -8 
Jun. 2460/2470 -20 I Jul 2910/2922 -8 
, 5pm Prices. Change from pr evious 9pm dose 

HOW WELL PIP YOU JUDGE THE MARKET? 


ALCATEL ALSTHOM 
COMPAGNIE GENERALE D’ELECTRICITE 
Corporation organized under French Law (Sod&& Anonynw) 
Capital : French Francs 4^41,397,360 
Head Office : 54, me la Bcrftie - 75008 PARIS 
Registered Head Office : PARIS B 542 019 096 

FIRST NOTICE 

The balden of 1990-2000 Baade of FF 680 nominal value issued by 

ALCATEL ALSTHOM COMPAGNIE GENERALE D'ELECTRICITE are 
con venal to a General Meeting to be bcM at SO rue Toilbotu - 7SWW PARIS 
(Fnacc) on lone 10, 1991 U 3-30 pja., in older la consider the following agenda : 

- Board or Director*' Report, 

• Approval of the decisions proposed lo the Mini Meeting (Ordinary and 
Extraordinary) oT shareholders, authorizing the board lo issue, with waiver of Uadr 
preferential right : 

■ dare warrants, 

* bonds with share warrants, 

* bonds convertible into shores. 

* slocks ottering access lo shares through conversion, exchange, redemption, 
exercise of a warrant or otherwise. 

* shares upon presentation of stocks issued by subsidiaries of ibc company, 

* approval, in case of need, of the decision lo suppress the preferential rirhl 
of subscription resulting from the undertaking by ALCATEL ALSTHOM 
COMPAGNIE GENERALE D'ELECTRICITE or two convertible 
debentures of the GENERALE OCCIDENTALS company within the 
frame of the merger between these two companies. 

• Decision on Ibc method of recording the documents of ibc General Meeting, 

To pemril the bondholder* to attend or lo be represe n t ed at these meetings, the 
Bonds or their denorii receipt*, must be deposited at Least five days before ihe date 
fixed for tbr meetings, at the ofTJcca oT the banks having participated in the placing 
of these Bonds and from whom proxies or odensaon cards can be requested. These 
meetings shall be validly held if the holders of twenty fire per cent or die outstanding 
bonds entitled to vote are present in person or represented. 
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FUTURES 

AND 

FOREIGN EXCHANGE 
24 HOUR COVERAGE 


CAL Futures Ltd 
Windsor House 
50 Victoria Street 
London SW1H0NW 
TO: 071-799 2233 
Rdc 071-799 1321 


This announcement appears as a matter of record Only. 
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HAMBRO 

COUNTRYWIDE 

«= RELOCATION — — 

Hambro Countrywide Relocation pic 
£70,00 0,000 

Revolving Credit Facility 


Arranged and provided by 

Barclays Bank PLC 

Financial Institutions Group 
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UK COMPANY NEWS 


Cigarette sales fuel 40% 
first quarter rise at 



By Andrew Bolger 

BUOYANT SALES of 
cigarettes helped BAT Indus- 
tries, the tobacco and financial 
services conglomerate, 
increase pre-tax profits by 40 
per cent to £223m in the three 
months to March 3L 

However, the underwriting' 
results from Eagle Star, the UK 
general insurance business, 
continued to be unsatisfactory, 
said Sr Patrick Sheehy, chair- 
man. 

Turnover rose by 2 per cent 
to £4.17bn and earnings per 
share increased by 45 per cent 
to 7.7p (5.3p). 

Sir Patrick said tobacco 
made an excellent start to the 
year, with cigarette volume up 
5 per cent Trading profit was 
22 per cent higher at £191m. 
Growth had been particularly 
marked in the Far East, while 
further sales were expected 
from Joint ventures, such as 
one currently being negotiated 
in Hungary. 

He said that while the 
tobacco results were encourag- 
ing, the first quarter tradition- 


BAT Industries 


> relative to tin 
i Index • 
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1991 


ally accounted for the smallest 
proportion of trading profit, so 
Ihe 22 per cent increase might 
not be typical at the year as 
whole. 

Trading profit in financial 
services recovered from £79m 
to £ll5m. 'Die life businesses 
contributed £59m, an 11 per 
cent increase, and general 
business more than doubled 


Flotation values 
Man Utd at £47] 


By Jane Fuller 

THE FOOTBALL season may 
be over but Manchester United 
is about to enter a new finan- 
cial league with a stock market 
flotation that values it at 
£4&8m - more than Initially 
expected. 

With the polish barely dry 
on the European Cup Winners 
Cup, won in Rotterdam last 
week, the club can boast a 
likely pre-tax profit of £5.26m 
for the year to July 81 on sales 
of £17-5m. The European cup 
run brought in about £2 -5m 
profit 

It is only the second UK foot- 
ball chib to come to the main 
market. London rival 
Tottenham Hotsp ur has had its 
shares suspended p ending refi- 
nancing of its heavy debts. 

United’s fan - and other 
members of the puhHc — ran 
apply for 56 per cart of the 
4L68m shares available at 385p 
each. The minimum number 
which can be applied for is 50, 
which will cost O9&50. 

United will receive net pro- 
ceeds of 2105m. from the Aria-, 
tion, of which £6-7m win go 
towards the £l2m-£lBm cost of 
redeveloping the Stretfo r d End 
of the Old Trafford ground. 

The di r ectors, led by chief 
executive Mr Martin Edwards 
who owns 5m shares, will 
receive a bigger portion as 
they reduce their trial holding 
to 44.4 per cent About 2tim 
shares are being placed on 
their behalf and 2Jm new ones 
being issued to take the total 
to 12.16m. 

Mr Edwards was bullish 
about business prospects. 
Admission prices were going 
up by 30 per cent, there would 
be more home games, Includ- 
ing at least two in European 
tournaments, and interest 


income would be collected on 
the flotation proceeds as well 
as the £3m that the club 
already had on deposit 

For fans who read the FT, 
the dividend forecast for 
1991-92 is 17.4, giving a 6 per 
cent yield, and the price-earn- 
ings ratio is 10.6 on forecast 
framing s of 38-2p. 

Neither of these figures put 
United in file top league. The 
yield is more generous than 
the FT-A All-Share average, 
which stands at about 48 per 
cent While the prospective p/e 
is wril below the market and 

ajlcn than thfi fTn q gtn p lei- 
sure sector's historic level of 
1L4 

Mr Glenn Cooper, managing 
director at Henry Ansbacher, 
United’s financial advisers, 
said the “Spurs effect” had 
probably increased the yield 
that United bad had to offer 
potential investors and 
reduced the p/e ratio. 

The dividend will cost about 
£2m, nearly 10 times the most 
that has been paid out before. 
It may be rally twice covered 
by 1991-92 after-tax earning s 
per share from "core” profits, 
which assume no progress in 
cup competitions. Next year, 
core profit should at least 
equal the £6.1m pre-transfer 
total forecast for 1990-9L 

The plan is to use any extra 
money earned in cup competi- 
tions to budd up a reserve fond 
to buy players. Mr Alex Ferg- 
uson, team manager, has spent 
nearly £6m net on players 
since 1966 and In 1989-90 some 
of those costs knocked the dub 
into a pre-tax loss of E3.lm. 

Mr Edwards said that as no 
dividend was being paid 
year, about £2m would be put 
in to launch the transfer fund. 


CU to push for increase 
in non-life premiums 


By Clare Pearson 

COMMERCIAL UNION, the UK 
neral and life insurer, yester- 
y reported pre-tax losses for 
the three months to end-March 
of £24 -2m, down from £2S.fim 
hist time, 

Mr Tony Brend, chief execu- 
tive, said the company would 
be pushing for further 
increases in rates on non-life 
business after a continuing 
deterioration in results, despite 
the absence of the storms 
which affected the comparable 
quarter. 

He said non-life business had 
been particularly difficult in 
the UK where rates generally 
remained “substantially below 
the levels needed to provide an 
acceptable return”. 

In addition, that business 
Was affected by higher claims 
for subsidence, fire and theft 
and a number of large claims 
from cmriTnfrrcial rislts 

Mr Brend said the worldwide 
life operations had continued 
to make good progress with 
underlying growth In premi- 
ums of 13 per cent 



“We have the commitment 

Wfe have the strategy: 

We have the vision. Right now; ho w ever, 
we don't have ihe money ? 9 

In the current ctirnate, even larger companies with an impressive track record can find 
their growth plans obstructed. Tklk to Charterhouse Bank about structuring and raising the 
finance, whether debt or equity, to dear the path. Cad Catherine Sweet on 071-248 4000. 



CHARTERHOUSE 


C hxraar h ou M Bank T i mlt od. 1 Ptnscnaster Bast St PauT*. London EC4M 7D& 

Bunlc Umtt&j is a PUpoherofTtm SecurtHtm and ftxawa* Antfianty. A Rtumi n-^L. — ni]isnj 


Trial premium income was 
broadly static at SlJLbn. In 
local currency terms life pre- 
mium income rose by 18 per 
cent while on the non-life side 
it was up by 6 per cent. 

With investment income 
amounting to £69m (£648m) 
and underwriting losses up to 
£120.6m (£117.7m), non-life 
Op era ting losses amounted to 
£50. 7m (£5i.6m). Life profits 
were £268m (£26m). 

The small cut in non-life 
losses reflected the absence of 
the storm factor. There were 
also slight improvements in 
operations in some parts of the 
world, notably the Netherlands 
and the US. 

A breakdown of operating 
results from total operations 
showed the UK increasing 
losses to £l44m (£l&9m) while 
the Netherlands pushed profits 
ahead to £15-4m (£10.6m). The 
US moved Into a profit of £3 .2m 
(£200,000 loss). 

Thanks to gains in stock 
markets, shareholders funds 
grew by 2128m during the 
three months to £1.36bn. The 
operating loss per share 
worked through at 4.6p (4.7p). 


Extra capacity helps 
Bio-Isolates surge 

Strong sales of Bipro, a 
protein-rich powder, enabled 
Bio-Isolates (Holdings), the 
whey protein isolation com- 
pany, to increase profits 
from £5,229 to £277,829 in 
1 900. 

Substantially increased 
capacity following the comple- 
tion of the new production 
facility at the Le Sueur 
plant in Minnesota helped 
the company to lift sues 
by 77 per cent to £3.95m 
(£2 23m). 

Earnings per share at the 
company, which is quoted on 
the USM, came through at L7p 


(082P). 


to£56m. 

Many of the difficulties expe- 
rienced in the UK general 
insurance market continued 
into the first quarter. Eagle 
Star's overall trading loss of 
£9m was an Imp ro veme nt over 
tim comparable period, but this 
was principally due to the 
Increased investment return. 

Sir Patrick said underwriting 
remained unsatisfactory with 
losses up from £99m to £113m. 
The UK household and motor 
accounts in particular suffered 
from increased riaim costs and 
frequency. 

Premium rate increases have 
been introduced;- ~or were 
planned, for all lines oT busi- 
ness, but it would be some 
time before Eagle star's results 
fully benefited - from this 
action. A farther provision of 
£5m had been made in respect 

Of Hisiymthmeri H fteft of firman. 
dal insurance. 

The contribution of Farm- 
er's, the group's California- 
based insurer, to trading profit 
increased by 12 per cent in dol- 
lar terms to £82m. Higher 
profit from the management 
company reflected increased 
business and greater invest- 
ment income. More policies in 
force and slightly better pre- 
mium levels resulted in hi gher 
fee income. 

Allied Dunbar, the UK’s larg- 
est life assu rance and unit 
trust group, contributed eot™ 
to group trading profit, an 
increase of 16 per cent Sr Pat- 
rick said that while new Initial 
commissions were 8 per cent 
lower, this performance was a 
creditable result in difficult 
economic mnititiwis 


Debt laden 
Trencherwood 
incurs 
£29m loss 

By Andrew Taylor 

TRENCHERWOOD, the 
hfesyfiy-b o g o wed reside ntial 
and commercial property 
developer which fa In hash 
of its loan agreements, yester- 
day a n no un ced a £29 3 7 a pre- 
tax loss for the year to October 

SI. That compared with a 
profit of £8wT2m for the previ- 
ous 12 V f/a T fHa 

The group, which had bank 
borrowing s of £4Qj5m at the 
end of October, equivalent to 
188 per rest of shareholders' 
funds, said refinancing negoti- 
ations with bankas were in 
ffcefcr find stages. It was confi- 
dent thxt new flrdittfas would 
be available shortly. 

. Mr John Margate, chairman, 
said that in Ifelst «f the remits 
the company would not be 
paying a final dividend. It bad 
previously cot the interim div- 
idend from LSp to OJSp. The 
share price fell from 87p to 
54p- 

Pre-tax losses Included an 
exceptional Item of fi Sh a, 
mainly attributable to a 
£2 l.4m write-down against 
commercial and residential 
properties. A further £1.7m 
had been set against the fail- 
ure of three commercial prop- 
erty joint venture partners to 
meet their financial obliga- 
tions. 

Net asset value per share 
dedfated from £L88 to 87p. 

Mr NOrgate said the group 
was reorganising its business 
to concentrate more heavily rax 
housebuilding; which would in 
future account fin 1 about 75 
per cent of gr ou p activities, 
instead of 50 per cent as at 
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Give your clients 

THE NORWICH UNION 

ADVANTAGE 


Capitalise on Investment opportunities today through the 8 
Funds of the Norwich Union International Portfolio. This is an 
open-ended investment company based in Luxembourg, 
which complies with the UCITS Directive. 

The Portfolio Is advised by the highly successful team ax 
Norwich Union —which already manages assets 
of more than US$36 billion. 

Send for full details today 

Norwich Union 

INTERNATIONAL 

^fiort/o/co 

Shane Aurousseau. Norwich Union International Portfolio, 
Suite LI 6, Lower Ground Floor. Chancery House. 
Chancery lane. London WC2A IQX 
Fax No: (+44-71) 4048844 or Telephone; (+44-71)430 2739 


Hie price of ihe limes to tbr Fond, but g> down aa wfl at up 
Chsnfota ns of radnnge iwy sbo xfta ihe rata* olUie slums 
IntCTmotthei m r WCT fcoOTCpntncT 


I NORWICH] 
1 UNION I 


FRANCE 

June 17 1991 

More than half of Europe's top Chief 
Executives read the FT. If you would like to 
reach important decision makers across 
Europe call one of the people listed below or 
your usual FT representative. 



In Paris 

Stephen Dunbar- Johnson, 
Dominic Good , Marie Therese Vieville 
Tel: 1 429706 22/21 
Fax: 1 42970629 

In Lon don 
Patricia Sunidge 
Tel: 071 873 3000 
Fax: 071 873 3078 
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Return to financial health proving a difficult uphill climb 

David Barchard and Michiyo Nakamoto on the flagging fortunes of Sansui, the Japanese electronics subsidiary of Polly Peck 


W HEN POLLY Peck 
International 
announced in Octo- 
ber 1989 that it was buying 1 
Sansui. the Japanese electron- 
ics group, the move seemed 
like a brilliant coup. 

But when creditors of the 
collapsed fruit and electronics 
group meet at Alexandra Pal- 
ace tomorrow, few tasks are 
likely to be harder than eval- 
uating the future worth of its 
Japanese subsidiary. 

Polly Peck owns 72 per cent 
of Sansui’s shares on the 
Tokyo stock exchange, where 
they have been languishing at 
around Y620. far below the 
Y 1.270 they touched after the 
takeover. 

But under Polly Peck's own- 
ership its fortunes have contin- 
ued to flag. Four years of 
losses were reported, included 
an operating loss of Y48bn on 
sales of Y221bn In the year to 
October 1989, the last year for 
which full year results have 
been published. In the nine 
months to last December San- 
sui reported a loss of Y1.7bn on 
sales of Yl6-3bn, after a change 
in its year-end and a reconsti- 
tution of the company which 
consolidated some subsldaries. 


To staunch its losses, San- 
sui’s management has tried 
various remedies. They have 
cut costs in Japan, sold real 
estate and shifted production 
to Taiwan. They have been 
diversifying into new busi- 
nesses such as car audio and 
musical equipment. 

At the same time, Sansui has 
changed its profile. Last year it 
began producing video record- 
ers and Mr Kolchi Enomoto. 
business general manager in 
Tokyo, is hopeful that sales in 
1991 will gross YlObn this year, 
rising to Y15bn in 1992. 

“We are diversifying our 
product line in Japan from hi-fi 
equipment, which we have 
always been in, to general 
audio, portable players, tele- 
phone sets, and TV and com- 
puter displays." says Mr Enom- 
oto. 

For the 12 months to Decem- 
ber this year the group is fore- 
casting profits of YSOOm on 
turnover of Y35bn. 

The return to financial 
health is proving; a difficult 
uphill climb for the company, 
which once enjoyed interna- 
tional acclaim for its high qual- 
ity audio equipment. 

Set up in the late 1940s by 



Norbert WIrsching: declined to comment on bis resigation 


Mr Kosaku Kikuchi, Sansui’s 
early years as an electronics 
and audio producer gave it an 
internationally-known brand 
nam e and a string of small sub- 
sidiaries across the world. 

The four-year run of losses 
meant that without an outside 


rescuer, Sansui faced an 
increasingly bleak future with 
the patience of its banks 
steadily wearing thinner. 

Its problems had several dif- 
ferent roots, some going back 
many years. One was that San- 
sui had been hard hit by the 


appreciation of the Yen against 
the US dollar after 1983, push- 
ing up the price of its goods in 
US and European markets. 

“We faced lost sales and 
shrinking markets,” explains 
Mr Enomoto. Other factors 
involved in Sansuf s problems 
included a legacy of difftmiitieg 
with left wing unions from the 
X970s and a delay in shifting 
production overseas when its 
rivals were doing so. 

The deficit was financed by 
five Japanese banks, led by the 
Bank of Tokyo. By the time 
Folly Peck arrived on the 
scene, the deficit had readied 
Y20bn, while total borrowing 
for the group was about Y35bn. 

By 1989, after four years of 
losses, a purchase by a foreign 
company was viewed both by 
Sansui and its creditors as vir- 
tually the last hope for the 
group. 

Then Polly Feck Interna- 
tional emerged from a number 
of possible foreign buyers. 
Negotiations were conducted 
by Mr Norbert WIrsching, the 
Polly Peck director responsible 
for electronics. 

The tie-up with Capetronic 
and Polly Feck promised both 
a stream of dividend payments 


to help pay oft the group's 


debts, and a link with an 
aggressively managed interna- 
tional electronics group. 

The takeover was announced 
in October 1989 after talks last- 
ing nearly seven months. The 
deal was the first foreign take- 
over of a Japanese company 
and was announced by a trium- 
phant Mr Nadir to a press con- 
ference of 200 journalists. The 
Ministry of International Trade - 
and Industry and the Ministry 
of Finance both issued wel- 
come messages. 

Polly Ferns aimed to link 
Sansui to its existing electron- 
ics operation, Capetronic, in 
Taiwan. An initial Yl&fibn, the 
amount paid by Folly Feck, 
was injected Into Sansui and a 
shake-up of its upper manage- 
ment began. 

Eleven new directors from 
Folly Feck were appointed to 
the Sansui board, headed by 
Mr WIrsching. The most impor- 
tant change of all until July 
1990, when Capetronic formally 
became a Sansui subsidiary 
with Polly Feck’s stake rising 
from SI per cent to 72 per cent 

Today - after Capetronics, 
PPTs older electronics business 
in the Far East and imperial in 


A SANDOZ 
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Subscription offer 


The Ordinary General Meeting of Shareholders of SANDOZ LTD held on May I5lh. 1991 passed a 
proposal of the Board of Directors as follows: 

1. Increase in the share capital of SANDOZ LTD by SFe 329 623 300 from Sir. 299 657 500 to 
Sfr. 629 280 800 through and increase in the nominal value of the existing registered and bearer 
shares by Sfr. 250 each from Sfr. 250 to Sfr. 500, followed immediately by a split of each regis- 
tered and bearer share with a nominal value of Sfr. 500 into five registered or bearer shares 
respectively with □ nominal value of Sfr. 100 each, 

in conjunction with the issue of 260 829 new registered shares and 38 829 new bearer shares 
with a nominal value of Sfr. 100 each, which are offered to existing shareholders for subscription. 

2. Increase in the participation certificate capital of SANDOZ LTD by Sfr. 71 785 400 from 
Sfr. 65 259 400 to Sfr. 137 044 800 through an increase in the nominal value of the existing partici- 
pation certificate by Sfr. 50 from Sfr. 50 to Sfr. 100, 

in conjunction with the issue of 65 260 new participation certificates with a nominal value of 
Sfr. 100 each, which are offered to existing holders of participation certificates for subscription. 


6. Delivery all 


The new securities will be delivered as soon as possible. 


I Tf ffilrfhm oIMm 

The offering is not being made in the United States and offering materials with respect to the 
offering may not be distributed or sent into the United Stales. The rights described herein may 
be exercised only outside the United States. 


Exchange of securities 

(Registered shares, bearer shares and participation certificates) 


A syndicate of banks led by Credit Suisse, Zurich, and akso including Union Bank of Switzerland, 


mgt 

Zurich, Swiss Bonk Corporation, Basle, Bank J, Vontobel & Co. Ltd., Zurich, Bank Sarosln 8 Cie., 


Basle, Lombard, Odier & Cie., Geneva, Pictet & Cie., Geneva, has firmly underwritten 

900 899 — irra ri t l— ei riwe wthei wifcM lwMl — «> Sfr. IPO 


As a result of the capital restructuring decided upon at the 1991 Ordinary General Meeting of 
SANDOZ LTD (increase in nominal value of shares and participation certificates and split of 
shares), the existing securities with the old nominal value have to be exchanged for new securities 
with a new nominal value. The banks undersigned below wW exchange the existing registered 
shares, bearer shares and participation certificates as follows: 


(•rtiHrUu wMmo! coapeM, 

38 829 MW bearer shares a nominal value of Sfr. lOO eaciv 

lu er taji ePUpen s — .1 

OS 980 — w | iin , 8H|ir i fTii u re itWce tas wMrsr ■ peta rd s etae el Sfr. IOO rawrh. 
b— fag MSpOM M.1W. 


with entitlement to dividends as from January 1st, 1991, 

and hereby offer the said shores and partidpation certificates to the present shareholders and hol- 
ders ol partidpation certificates for subscription during the period from 

Mary 93rd ta Jane 58i, 1991, ikkm 

on the following terms: 


tohnujiiris 
Ber^sta s n i l sfa wa s 

1 existing regis lered share of SANDOZ LTD with a nominal value of Sfc 250, certificate without 
coupons, will be exchanged far 

5 new registered shares of SANDOZ LTD with a nominal value of Sfr. 100, certificate without 
coupons 


I existing bearer share of SANDOZ LTD with a nominal value of Sfr 250, with coupons no. 60 
ff. and renewal siip,wiH be exchanged for 

5 new bearer shares of SANDOZ LTD with a nominal value of Sfr. 100, with coupons no. 1 ff. 


1 new registered share with a nominal value of Sfr. 100 for every 4 existing registered shares 
with a nominal value of Sfr. 250 each (before split) 

J new bearer share with a nominal value of Sfr. 100 for every 4 existing bearer shares 
with a nominal value of Sfr. 250 each (before split) 

1 new participation certificate with a nominal value of Sfr. 100 for every 20 existing partidpation 
certificates with a nominal value of Sfr. 50 each. 


1 existing participation certificate of SANDOZ LTD with o nomincd value of Sfr. 50, with 
coupons no. 60 ff. and renewal sflp, wilf be exchanged for 


1 new partidpation certificate of SANDOZ LTD with a nominal value of Sfr 100, with coupons 
no. 1 ff. 


9. Cc 


The exchange of securities will commence on May 23rd, 1991. As from August 30th, 1991 only 
the new securities will be acceptable as tgood delivery* on the stock exchanges. 


9. Sofa 


Sfr. 1 WO.- net for each new registered or bearer shore wilh a nominal value of Sfr. 100, l.e. 
Sfr. 100 nominal value of the new share plus Sfr. 1 000 increase in nominal value (4 x Sfr. 250 lor 
4 existing registered or bearer shares, before split). 

Sfr.l IOO.- net for each new partidpation certificate with a nominal valued Sfr. 100, i.e. Sir. 100 
nominal value of the new participation certificate pl us Sfr. 1 000 increase in nominal value (20 * 
Sfr. 50 for 20 existing partidpation certificates). 

Federal Stamp Duly al 3% will be borne by SANDOZ LTD. 


Official trading in 

- registered snares of SANDOZ LTD with a nominal value of Sfr. 250 

- bearer shores of SANDOZ LTD wilh o nominal value of Sfr. 250 and 

- participation certificates of SANDOZ LTD with a nominal value of Sfr. 50 


will continue until Wednesday, May 22nd, 1991 ; trading shall cease on all stock exchanges as 
from llievsday. May 33n), 1991. 


io(si 


Subscription rights are exercised upon presentation ol Ihe appropriate subscription right certifi- 
cate for registered shares and of coupon no. 59 for bearer shares and partidpation certificates, 
using Ihe appropriate subscription form. 

Subscription rights From Ihe different categories of securities cannot be combined. 


faun I fcufafc MayXM, 1991, only Ihe following will be officially traded: 

- registered shares of SANDOZ LTD with a nomind value of Sfr. 100 

- bearer shares of SANDOZ LTD with a nominal value of Sfe 100 and 

- participation certificates of SANDOZ LTD with a nominal value of Sfr. 100 


The banks are willing toorgantze the buying and selling of Subscription rights. These will be 

1991 at the stock exchanges of Zurich. Basle and 


traded between May 23rd and June 4th 
Geneva on the basis before split. 

The Company will send the subscription right certificates and the subscription farms directly to 
holders of registered shares who keep their shares at home, while the other certificates and 
forms will be sent to the depositary banks concerned. 


The listing of the new registered shares, bearer shares and partidpation certificates on the 
Zurich, Basle and Geneva stock exchanges has been requested and approved as from May 
23rd, 1991. 


The following banks will act as exchange agents. 


4. Entry fa Sb 


In accordance with the already published new practice of SANDOZ LTD Executive Board, for 
this capital increase Swiss citizens and Foreigners are entered in the shareholders' register, al- 
though the Executive Board may refuse such entry for the reasons mentioned in article 5 of its 
by-law, in particular no single shareholder or group ol shareholders may acquire more than 2 
percent of Ihe registered share capital. The holdings of Swiss investment funds, are entered at a 
ratio of one new share per 4 shares of existing entered holdings. When rounding up Ihe number 
of subscription rights held, Swiss investment funds may buy a maximum of 3 additional sub- 
scription rights. 





listing •■•■■■ ■!• m 

oU 

amr 

Registered shares (nom. value Sfr. 250) 

226 328 


Bearer shares (nom. value Sfr. 250) 

326332 


Ftartidpalion certificates (norm, value Sfr. 50) 

226 335 


Registered shares [nom. value 5fr. 100] 


226 329 

Bearer Shares (nom. value Sfr. 100) 


226333 

Participation certificates (nom. value Sfr. 100) 


226 336 


5. P ay—! 

The payment for the new securities must be made as per June 20lh. 1991. 


For further information regarding SANDOZ LTD or the above mentioned transactions please 
refer to the prospectus in German, English and French which is obtainable at the banks. 


May 23th 1991 


Credit Satsse 


Union Bank of Switzerland 
Bank I. Vontobel &Co. Ltd 
Lombard, Odier & Cie 


Swiss Bank Corporation 


Pictet & Cie 


Milan have been merged into it 
- the group has 6j»o employ- 
ees with, two plants in Japan, 
three in Taiwan, one in Hong- 
kong, one in Malaysia, one in 
the US, and an Italian subsid- 
iary, Imperial based In Milan. 

Japanese specialist audio 
makers were forced in tbe 
1980s to come to terms with the 
difficulty of surviving as spe- 
cialist makers. Most have long 
since joined larger groups. 

Having been one of the few 
specialist audio makers that 
remained Independent and spe- 
cialist, Sansui is having to 
enter the race to compete as a 
diversified audio-visual com- 
pany in areas, such as VCRs 
and laser discs, where its com- 
petitors have a substantial 
lead. 

Mr Enomoto believes the 
Polly Peck deal can benefit it 
through the complementary 
strengths of Vestel and Sansui 
for example. Vestel made small 
TV screens to supply to Impe- 
rial Sansui’s Italian offshoot, 
while Imperial can supply 
large screens to Vestel He 
believes that the linkage stimu- 
lated increased production for 
both companies. 

Europe appears to be a m ai n 


target Id its strategy fin: sur- 
vival. in this, field- The com- 
pany announced that it Is plan- 
ning to increase VCR output 
fourfold, for s ate mainly to 
eastern Europe. 

The view among eJeetraiss 
analysts fat that white the mar- 
ket fe highly competitive there 
is considerable area for growth 
in the European VCR market 

While prospects Jook better 
than they have for some time. 
Sansui ‘s bid for ~ survival 
depends to largely on keeping 
the overall formula intact 

On May 10 Mr. Norbert 
WIrsching, resigned from the 
Polly Peck board of which he 
had been a member store Octo- 
ber 2989. 

Contacted to New York this 
week he declined to comment 
on his resignation. He appears 
to have bees the Uii v iug force 
behind the growth of Cape- 
tronic and the link up with 
Sansui H is departure adds to 
the uncertainties surrounding 
the future Of the group. 

In Tokyo, there la consider- 
able scepticism about the 
Administrator's plans for a 
refloat of the group. The whis- 
per there is that the search is 
once again on for a buyer. 


NEWS DIGEST 


Baggeridge 
Brick dips 
to £1.07m 


they were to discussions with 
the group's bankers with a 
view to securing support for 
the ffnwr wring of the remaining 
subsidiaries on an ongoing 
basis. 


BAGGERIDGE Brick reported 
a slump to pre-tax profit from 
£2JSton to £l.07m to the half 
year ended March 31 1991 The 
interim dividend is maintained 
at 0.75p. 

The group was hit by the 
recession in the construction 
industry and also by the sea- 
sonal closure of construction 
sites at Christmas being aggra- 
vated by adverse weather in 
the following two months. 

Turnover fell from £I552m 
to £13 -28m. Sales volume was 
only 7 per cent behind while 
market share continued to 
improve. However, price com- 
petition and reduced demand 
meant that operating profit 
from brichmaking fell 23 per 
cent to £L7m. 

Lower profits of £193.000 
(£1.03m) to landsource were 
expected as there was an 
exceptional receipt last time. 

Directors were "in no doubt” 
that the second half would be 
arduous. Unless production 
nationally was brought into 
line with sales volume there, 
would be continuing down- 
ward pressure cox prices. Earn- . 
mgs per share for the period 
were L79p (<L25p). 


Whessoe rises 
14% to £3m 


Whessoe, the project manage- 
ment. engineering services and 
instrumentation and control 
group, returned profits of 
£&09m pretax for the half year 
ended March 30. 

The 14 per cent improvement 
over last time's £2.7lm was 
struck on tbe baric of a 12 per 
cent -rise in turnover to 
£2&21m. 

Mr George Duncan, chair- 
man, said that the increase in 
profits was achieved in the 
face of difficult trading condi- 
tions to the tfK and abroad. He 
added that there was currently 
'Tittle evidence* of any 
improvement to the economic 
environment 

The interim dividend is 
up to 2p (L75p) from 
igs of Wrip (9 6p). - • - 


Printed* moving to 
main market 


Farther downturn at 
Chamberlin & H01 


Further downturn in trading 
conditions at Chamberlin ft 
Hill resulted to a 32 per cent 
fell in taxable profits, from 
5X36m to £1.59m in the year to 
March 31 199L 

Sales were down 5 per cent 

to £19 .47m (£2057hl). 

Directors said the decline 
was felt most by the two busi- 
nesses involved to conduit fit- 
tings and. supplying compo- 
nents to the electrical 
installations markets. A cost 
reduction programme had been 
undertaken based on moving 
both businesses to one site. 
Costs of the reorganisation, 
amounting to £100,000 had 
been taken against taxable 
profits. 

The final dividend is 4p for 
an unchanged total of 5-75p, on 
earnings per share of I6.64p 
(23.41p). 

The new financial year had 
started with a lower level of 
activity than In the compara- 
ble period. 


Frintech International a Dub- 
lin-based computer documenta- 
tion company, to moving from 
the Unlisted Securities Market 
to the main market Dealings 
should start in Dublin on Mon- 
day May 27 and in London on 
the following day. 

The. company joined the 
USM to December 1987 and in 
1990 reported pretax profits of 
l£327to (£2£8m) an turnover of 
I£19-27m. Directors said that 
they expected a satisfactory 
outcome to the present year to 
the absence of unforeseen cir- 
cumstances. 


Dunedin Worldwide 
asset value rises 


Dunedin Worldwide Invest- 
ment Trust reported a rise to 
576J9p in net asset value per 
share at April 30 1991, com- 
pared with 568.7p at the end of 
the previous first half and 
467.4p at the end of the year to 
October 30. 

The interim dividend is 
unchanged at 2.4p on earnings 
per share of 4.17p (48p). Direc- 
tors said the final dividend 
would be maintained at 6^p. 


Ferry Pickering 
edges higher 


Minstergate jumps 
to £1.32m 


Taxable profits of Ferry Picker- 
ing, the carton manufacturer 
and printer, edged ahead from 
Sl.lfira to giam for the half 
year to February 28. Turnover 
expanded by £l.22m to £15-I2m. 

Earn togs worked through at 
6.1p (6.07p) after tax of £385,000 
(£347,000). As predicted, tbe tax 
charge rose to 32 (29.9) per 
cent The Interim dividend is a 
same-agata 2.ip. 


Administrators for 
Westerly Yachts . 


Westerly, the West MuUands- 
based boat builder and! shoe 
manufacturer which last week 
announced that it was closing 
down yacht production at its 
Westerly Yachts subsidiary, 
said yesterday that bankers 
had demanded an immediate 
repayment of the offshoot's, 
overdraft amounting to some 
£2.3m. 

Xu the circumstances, direc- 
tors requested its bankers to 
appoint administrative receiv- 
ers to Westerly YachtS- For' 
1990 Westerly Yachts had turn- 
over of £l2.1m but incurred 
trading losses of £364,000 on 
capital employed of £426m. ” 

Directors of Westerly- said 
the remaining businesses ' 
within the group were trading . 

added that 


Interest received of £1.42m 
against £927,000 allowed 
restructured Minstergate to 
announce a jump from £543,000 
to £L32m in pretax profits for 
the six months to February 28. 

The company’s main activi- 
ties now comprise property 
man agement and development, 
together with one manufactur- 
ing subsidiary. Turnover fell 
from £L3.45in to £1.39m, 
reflecting the effect of the dis- 
posals in manufacturing 
together with insignificant 
property development sales. 

Losses on trading activities 
were cut from £433,000 to 
' £272,000 doe to the wale of loss- 
making subsidiaries. Several 
offers are being considered in 
the property development sob- ■ 
sniiaries. 

Earnings per share improved 
from &86p to 3&43p. 


Archimedes Inv net 
assets ahead 


Arch i med e s Investment Trust 
reported an increase to 5?7.fl3p 
to net asset value per capital 
share at end-Aprfl 1091, cam- 
pared with SZLIBp a year ear- 
Her. 

Net revenue for the six 
months to April 30 increased 
cent to £14 *.wo 
(£118,000) for earnings per 
recome share of &67p). 
A first interim dividend of Bp 
(?.25p) is declared. 
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TECHNOLOGY 


P aul de la Pena, a Mid- 
lands-based blender of 
Industrial lubricants, 
has recently been 
adding to its range of oils and 


/ .>Shas turnover of. £&5m and a 
^ ^ workforce of 50 - so these 
'■■•a 7. > extra items have been sourced 

7- : :■ ■£;-?? from other manufacturers. 

„ “ “We are buying In equip- 

- lament that, other people ham 

>;*■ "’5 ;■ -(researched to relieve ourselves 

, . -•* r .-.CT* the burden," explains Paul 

• ;.,^de la Pena, nhninira n of the 

■ ‘ ■■ ?'} ’ Pershore, Worcestershire com- 

i " ,V 'fipany. “R&D is very unattrae- 

■. * ‘ 77?:-. r.-'tive in the XJK." 

.. v‘‘ A* first sight Pena's expert* 

' r - ■ *' j[T> ence appears to conflnn suspi- 

■' t'.dons that companies. of all 

■ • >.;v Sizes, hut particularly small 
1 tones, are cutting back innova- 

7 __ ’ ^i-tion spending in the face of the 

_ ‘ recession. One of the finding * 

vT.. a v‘ i^ of the recent CBI/NatWest 
' "-.-ri* "iV^nnovation Trends survey was 
■:«- --T'/'c.that fewer companies employ- 
^■^■jing between 50 and 199 people 
'^'expected R&D . spending to 
^increase during 1991 compared 
- - - .“..T- ^iwith 1990. 

, r.7‘ r -^y But the picture is more com- 
'. * “ -/ iS^ pteT than this, as the expert 

u 7/ i^.ence of Pena and RftnitaV com- 

. V 5 panics shows. Innovation 
. ■ .77; ;W spending responds to the eco- 

-1 ;‘:“55'»7 ^jaomic cycles of individual com- 
. . ^ponies which may not mirror 

" • ■' jib broader economic trends. It 
also takes account of other 
1,1 hi i| i mi ill policies towards 

^^^^^areas such as marketing and 
exporting: - 

Innovation policy at Pena, 
-i.j^^p for example, is strongly influ- 
^fenced by an expensive pro- 
^gramme the company is under- 

- ~. .-r /.C£teking jointly with Irltech, an 

7 '“.^Kalian Investment group. The 
■' ‘"“two partners are developing a 
sensor which indicates the 
«\ i degree of fouling of oils within 

” «w»UC rise minutes instead of the 24 to 48 
1.1* r„ ei~ hours usually required. The 
0 fc -'31 venture will absorb most of. - 

Pena’s Innovation budget for 
. ’-‘-some time to come. 

At the same 1 time Paul de la 
--:Pena describes the decision to 
; - broaden his company’s own 

. : : ' ~ -range of products with oils and 

- equipment supplied by other 
' -- ^manufacturers as a move to a 
:r - . L7more marketing-oriented pol- 
■ ^ ::Xcy. In recent months Pena has 

' :r_-come to regard itself as the 
- • provider of a complete hibrica- 

li:ztion management service to 

■ r^nannfocturers instead of shn - 

as a supplier of oils. 

• .-/• rxz: Paul de la Pena says • he 
. j_i ^regrets this shift .in -emphasis 
• L !-T--away from product research 
”■ - ^ but the move appears to have 
- .-done nothing but good for the 
' ~ 'company’s profits. “We are 
. _ . .-trading quite well,” he notes. 


Charles Batchelor continues a series on innovation 
in the recession by examining the factors which 
influence R&D spending among small companies 

A restructure 
of priorities 


^ UdiaHuM b*an«M brand over.thai past < 

. ■. - : M monttW <«xp«ct9d Jrand* hK tb* ** 

■' 7QM12. moattw) ln etmaitt iapcndttur* 
..V4n tha fo tipw irig arm** 7 

R & fHprodacta) 7 . /• ' "7;7 •*" • 

7 *R At^fpipcwseti) _ _ I' }. r . : 

;■ of dffiw irivertlohs ’V 1 .' 
-,i*S«vteee'bf eonsutents' • ' ■“ 

Jc^.veo^'rM.or.cb^^ r 
; ;«^OKcoriajartes -'':.-; .• . ' 

: J^Wyeotu^ht cotebomtlon ' N 
V 'wrtjpwiseaycof^^ • 

• 7 -V 
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Past 12 months ' 


bHI 

Bpi 


(Next 12 months) 



Bgpl 

. Up 

' DOWN 

SAME 

. tUA 


Bv ? 

47(40) 

12 (8) 

28(38) 

15 (14) 


B&S 

33(32) 

10 (8) 

38(40} 

21.(20) 


Bf; 5 ^ 

3 (7) 

1 (2) 

30(28) 

85(64) 


|fes 

34(10) 

13(29) 

40(49) 

13(12) 


Wm 

8(19) 

2 (2) 

31(21) 

59(58) 



19(40) 

-, 1 W 

-34(20) 

48(39) 
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Although Paul de la Pena 
may be gloomy about prospects 
for usti in the tJK, smaller 
firms generally have remained 
remarkably positive about 
innovation spending, according 
to the CBI/NalWest survey. 

- Fewer manufacturing com- 
panies (employing. 50-199 peo- 
ple) expect to increase R&D 
product spending next year but 
in both 1990 and 1991 compa- 
nies increasing spending in 
this area outnumber those 
reducing expenditure. Some 44 
per cent of companies surveyed 
expected total innovation 
spending to rise this year com- 
pared with 20 per cent which 
expect a fall. In 1990 42 per 
cent Increased spending. 

Within this overall spend, 
the outlay on Hnerwrtnf other 
companies’ inventions and on 
joint ventures or coUabaratfon 
with UK and overseas partners 
will rise quite sharply. Like 
Pena companies are learning to 
spread the innovation burden. 

Further evidence that over- 
all levels of innovation spend- 


ing are not being cut comes 
from organisations such as 
Inventalink, of London, which 
matches inventors to compa- 
nies seeking new products. 
Interes t in new products on the 
part of companies both large 
and small is higher now than it 



was a year ago, reports Rich- 
ard Paine, chairman. “Compa- 
nies are looking for products to 
come out of the recession 
with,” he adds. 

Many companies appear to 
be . taking a long-term view, 
protecting their innovation 


spend while cutting hack in 
other areas. Shelboume Reyn- 
olds, a Bury St Edmunds-based 
agricultural engineering com- 
pany, has reduced overhead 
spending by £200,000 after a 
thorough review, according to 
Keith Shelboume, chairman 
and managing director. Shel- 
boume employs 100 people and 
expects sales of £4m this year. 

A switch to exports and 
away from the depressed UK 
market meant the company 
was able to reduce its UK sales 
force from three to two; insur- 
ance cover was reviewed and 
reduced; and a reorganisation 
of the factory lay-out allowed 
parts of the building to be let. 

“If anything our commit- 
ment to R&D is greater today," 
says Keith Sbelbotirae. The 
bulk of the company's innova- 
tion budget is currently allo- 
cated to developing a grain 
stripper which speeds up the 
barvesting process. Worldwide 
demand for the stripper has 
taken off and for the first time 
in its 19-year history the com- 


pany is on 24-hour working. 
But getting this far nearly 
pushed the company under. 

Development costs of the 
stripper were four times higher 
than expected; four years ago 
Shelboume made Its first-ever 
loss; and Keith Shelboume was 
forced to sell off a 30 per cent 
stake in the company to avoid 
going into liquidation. “We 
acted three years ago and that 
is paying off today. 

Innovation spending is now 
going into refining the basic 
design of the stripper to make 
it more reliable and into mak- 
ing engineering changes so 
that it can be made more easily 
in volume. Improving on exist- 
ing products rather than 
launching off into new direc- 
tions is a tactic which is being 
adopted by smaller companies. 

Loctronic Graders, an Essex- 
based manufacturer of equip- 
ment for sorting potatoes, Is 
concentrating on changes to 
double the speed of its equip- 
ment. “The research work we 
are doing was Initiated two to 
three years ago," says Mick 
Cowlin, chairman of the £1 JSm 
turnover company. “We have 
to work this through before we 
think about something else." 

Fart of the funding for this 
project is being provided b; 
the government under its Link 
collaborative research initia- 
tive. Loctronic has teamed up 
with the Sflsoe Research Insti- 
tute in Bedfordshire on a two- 
year project valued at £360,000. 

Like many «man companies 
Loctronic has been forced to 
adapt its innovation policies to 
changes in government sup- 
port programmes. Link funds 
are intended to go to strategic 
research into technologies for 
future commercial products 
and not for highly specific 
product-oriented projects. 

This move away from near- 
market finance and the longer- 
term nature of projects means 
small companies must take a 
deep bream when embarking 
on government-funded 
research, says Cowlin. For a 
company which has made 
extensive use of government 
finance - Elm over the past 10 
years - changes in govern- 
ment innovation policies can 
have a considerable impact 

As Pena, Shelboume and 
Loctronic illustrate. Innovation 
is a complex issue for the 
smaller company. Government 
policy, changing management 
priorities and a company’s own 
business cycle can all influenc e 
sp ending at least as much as 
external economic factors. 

The final article m the series, 
on the agenda for innovation 
policy in the UK, udU appear 
next week. 


Fresh flow of ideas to 
fuel the ‘think tank’ 

Andrew Fisher visits BMW Technik, which seeks 
to stimulate creativity in automobile design 




B MW's Zl sports car is sleek, luxurious - 
and expensive. In Germany. It costs 
DM89,000 (£30,000) and the Munich com- 
pany only expected to produce around 5.000. 
Since the car’s introduction late in 1688, how- 
ever. nearly 8.000 have been made. Flaming red 
is the most popular colour - and the most 
appropriate for a car of such flamboyant glam- 
our. 

Soon, BMW will stop making the car. The 
market, after all, is extremely limited compared 
with that for its basic models. But for BMW the 
significance of the Zl goes far beyond the life of 
the car itself. 

For the Zl did not come roaring out of the 
company’s nor mal research and development 
activities. It emerged from a separate unit 
formed with the sole purpose of giving people 
time to think, work, and create without the 
normal constraints associated with turning out 
a production model. 

This subsidiary is called BMW Tcchnik GmbH 
and it was founded in 1965 as an experiment. 
BMW reckons it is unique, though other compa- 
nies have their own design studios. Its staff of 
120 people is far smaller than BMW’s big 
research and develop- 
ment department, 
which has 5,000 
employees. “We act as 
a think tank that pro- 
duces hardware," says 
Klaus Faust, the head 
of BMW Technik. 
which operates from 
its own building near 
BMW's headquarters. 

Nobody stays at the 
company for more 
than five years, the 
idea being to maintain 

spK. ‘ElTofto “"*•* «■ ■» — * « 1 

designers, engineers, and other staff come from 
within the group, but BMW Technik also takes 
on experts from outside when necessary; Its 
present r anks include people from Austria, the 
UK, Denmark, the Netherlands, and the US. 

How did the Zl come about? It did not just 
evolve by accident, says Faust. “We wanted a 
successful project to motivate our employees. 
Building a car was the best way to do this. So 
we tried to develop a fun car that contained new 
technology." 

The result was a vehicle with a body of light, 
resilient, and recyclable thermoplastic, devel- 
oped by General Electric of the US; plastic is not 
cheaper than metal but it is easier to shape, 
especially into sporty curves. The Zl's doors are 
electronically powered to move up and down 
rather than swing out, and its advanced rear 
axle system is now used on the latest generation 
of its small 3-series model. 

It took one-and-a-half years from the first 
designs on paper to production of the first Zl 
prototype. Today, Faust says, BMW Technik can 
come up with a complete concept car in a year. 


There was also an off-road design of the Zl, but 
this was not put into production. 

The success of the Zl meant that BMW Tech- 
nik became more than just an experiment. 
Today, it is working on a variety of projects. It 
tends to have two big projects going at once - 
which involve whole vehicles - and about 10 
smaller ones. 

Faust is cagey about giving too much away on 
its present work. One idea is to come up with a 
method of darkening car window panes by elec- 
tronic controls. “Our work can cover any aspect 
of the car, whether it is air-conditioning, the 
engine or the body.” 

BMW Technik carries out external work, too. 
It has made studies for German Federal Rail- 
ways on new carriages - these were not imple- 
mented - and tried to develop a futuristic 
design for the humble motor-scooter. Although 
the company was set up so people could develop 
their ideas in a free-wheeling, informal environ- 
ment, it has a formal structure to ensure that 
projects do not simply lead to dead ends. 

Eight divisions cover design, bodywork, pro- 
pulsion, the engine, aerodynamics, materials, 
electronics and the company's workshop. These 
are subject to financial 
and project co-ordina- 
tion controls. 

Explaining BMW 
Technik's risk-oriented 
approach, Faust says: 
“Our aim is that 
roughly a third of our 
project ideas should be 
followed up further 
and end up in the car 
in some way; a third 
should at least provide 
research impulses; and 
a third can be dropped 

free-wheel Ing approach a *£ il £g 0 Sffi ate 

the right climate, BMW Technik has flexible 
working arrangements allowing staff some free- 
dom to choose their own working hours. Thus 
employees can work at weekends and take a 
weekday or two off depending on the urgency 
of the project on which they are working. 

There is an overall 40-hour week, but no over- 
time. People tend to work longer hours anyway, 
notes Faust, since they become bound up in 
their projects. There is the additional spur of 
special payments for successful projects. 

The rotation at the company means that 
around 20 people come and go each year. The 
idea is to avoid hierarchy and creative staleness. 
Time at BMW Technik also helps In people’s 
later careers, adds Faust, since it is recognised 
in the rest of BMW and elsewhere that the 
unit’s purpose is to unlock creative energies and 
develop an individualistic approach. 

It can be fun, too. At a recent staff party the 
company's advanced wind tunnel - equipped 
for both aerodynamic and acoustic testing - 
was used to see which employee had the best 
windsurfing position. 
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New products, international presence and efficiency: 
WestLB's performance in 1990. 



Our promise is in our 
performance. 

WestLB expanded its resources 
considerably in 1990. The 
quick and positive start made • 
by DIHB Deutsche Industrie- ' . 
und Handelsbank now 
ensures an optimum service . 
to customers in eastern 


Germany. With VWsstLB 
Europe AG, we have 
strengthened our European 
"presence and are now 
represented, in a total of 
15 European countries, two 
Of which are in eastern 
Europe. WestLB is thus wen 
equipped to meet the 
challenges of the immediate 


future in Europe. While 
expanding our national 
and international network, 
we have also been broaden- 
ing our range of products, 
especially in corporate 
finance - to the advantage 
of both our customers 
and those of our partners, 
the savings banks. Placing 


WestLB 

Group 

Business 250 

volume 

Tbta 205 

assets 

Own funds 5 
Operating 

result 

Disposable 
profit 

Staff within 8 
the banking Grout 


1990 1989 

(DM millions) 
250.899 223.620 

205.205 178.821 


power and volume 
continue to be the solid 
basis for WestLB's diverse 
tasks as the state bank 
of North Rhine- Westphalia, 
as the savings banks' 
strong partner, and as a 
universal bank serving our 
customers on a worldwide 
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BUSINESS 

SOFTWARE 

- A selection of 
software packages to 
suit your business 
needs appears every 
Saturday m 
the WEEKEND FT. 

Order your copy 
• today. 


SOCXETE NATIONALS DBS CHKM1NS DE FER BELGES 


NOTICE TO THE HOLDERS OF 

Map Investment N. V 

<iW ‘Urns') 

3% PanicipatinK Bonds 
Due Mi? 17. 1999 (the -taukf) 

The lamer bu declared and paid US. 
89.180.000,00 Pkrtiiptiinff Interest ** Jmd 
payable on May 17. 1991. The unuiliwl pee- 
csniise rale ii equal to 3% and tbeamonnlof 
PailicipaliailaienatBB^UoaU&$10.000 
principal UMdatef the Bond* U $30000. 
UA Thai Com pamrcfCatifarflia, NA. 
OfTHufar 

May 16, 1&9I 




BBL (CAYMAN) LTD. 

unconditionally guaranteed by 


Dollar bull or peak? 

Daiiv Currency and Interest Rate F; 

Iroivi Ci sari Analysis Limited 
Contact Anne Whitby 
Tel: 071-731 717-1 Fax: 071-139 -196(3 


kkokmau xuncBAmr m muo mxn t u«osnora 
USD 75^000.000 Cwoanteed Floanqg Itelca Netoi due November 1891 
UncoadmaaaBy guaranteed bjr 
THE KDIODOM OV BELGIUM 

la acentLmce wBh tie praritfom of the Notea. notice b hatby tfaco that far the ala 
BMRtll tmonet period fam May 23, 1801. to Nwember 25, 199L the Notea wifl cany 
aalnlewt rate of 6L375 percent per dole which wfl be Nooanber 25, 1931 to USD 
1.M&88 for USD EObOOO to petnetpa) amoccnt ofNolea. 

The Motea will be wdnim nl aa Hmiwilm- Tfl. 1891 

0 tvGmnlc Bank 
ApnlBnk 


CAL INVESTMENTS LIMITED 

■own or the saamnEBMnfuriiiUMnwMTYiainsj 

INVESTMENT MANAGEMENT IN FOREIGN EXCHANGE 
AND FINANCIAL FUTURES 

CALL PAU. GLEESOH OH TEL: 071 7H 2233 FAX: 071 7991321 


US$50,000,000 

Floating Rate Notes due 1994 

For the six months 
May 23, 1991 to November 25, 1991 
The Notes wffl carry an interest rate ot 6%% p.a. 
As a consequence the coupon pertaining 
to tMs interest period wBI be USS 16,468.75 

Listed on Ihe Luxembourg Slock Exchange 


The Mftsui TWyo Kobe Bank. LMted 
Brussels Branch 
Fised Agent 
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COMMODITIES AND AGRICULTURE 


MacSharry digs in heels as 
farm ministers try again 


By David Gardner in Brussels 


EUROPEAN COMMUNITY 
agriculture ministers last ni ght 
began work on a new attempt 
to agree on this year's farm 
prices, after Mr Ray Mac- 
S harry, EC agriculture com- 
missioner, said Brussels was 
prepared to malm no further 
concessions on its proposals. 

Following a sterile debate on 
the modified proposals - 
which had been brokered by 
the Luxembourg presidency of 
the EC and embodied shifts 
from the commission proposals 
of three months ago - Mr Mac- 
Sharry said he doubted 
"whether (ministers) wanted 
to. or were capable of making a 
decision." 

He told ministers: "You can 
sit here till Doomsday, but the 
commission is not going to 
mova" 

The Irish commissioner's 
demarche followed renewed 
attempts by France and Ireland 
to force an increase in the 
binding guideline on farm 
spending, set this year at 
Ecu3L5bn ($3&8bn). 

However, officials said he 
appeared more provoked by 
the negative reaction to con- 
cessions the Commission has 
made on the cereals, beef and 
mQk regimes, the three areas 
where EC supply most clearly 
exceeds demands. 

The Luxembourg compro- 
mise on this year’s prices - 
backed by the C ommission - 
suggested that 

• on cereals: farmers Involved 


in pasting five-year set-aside 
s ch e m es would get the benefit 
of this year’s special plan to 
take 15 per cent of land out of 
production, in order to avoid 
paying the doubled production 
tax, of 6 per cent, proposed by 
Brussels. This met UK and 
French objections. 

• on miiic though the 2 per 
rent cut in the quota would 
stand, member states could 
buy up milk, and thereby 
restore part of the cuts, and 
would be reimbursed at a rate 
of Ecu7 per 100 kilos per year 
- to start from the EC’s 1993 
farm budget and stretch over 
five years. This met the 
demands of several milk pro- 
ducers. 

• on pigmeat a partial resto- 
ration of private storage aid for 
pork, suspended earlier this 
year - in response to Danish 
requests. 

• on beef: the Commission 
would be empowered to man- 
age with greater discretion 
the now open-ended interven- 
tion system. This was an 
attempt to pacify the Irish, 
over two thirds of whose 
beef goes straight into inter- 
vention because of depressed 
markets. 

As ministers went into late 
night session, it nevertheless 
seemed a better than even 
bet - 6-4 according to John 
Gummer, the UK agriculture 
minister - that some sort of 
deal would be agreed. 

The Council hopes to reach 


accord on the big-spending 
areas - cereals, beef and milk 

- with the intention of then 
adding them up and seeing 
how they square with the 
spending guideline. 

There was a widespread 
assumption that a way would 
then be found to fine tune the 
budget to keep it inside the 
formal limit 

Senior Commission officials 
say privately that a small 
amount of budgetary overrun 

- amounting to barely a 
week's spending - could be 
pushed into next year's budget 

A senior French official was 
equally sanguine. "Technical 
adjustments will take care of 
it,” he said. 

This sort of dexterity is 
already evident in the proposal 
to manipulate spending on 

Ttrffk 

Mr Gummer, who along with 
bis Dutch colleague has backed 
the Commission's attempts to 
bold the guideline, said of the 
plan to bump forward part of 
the mfflc bill that there was 
‘imprudence in making deci- 
sions now which have to be 
paid for later, but we can't 
complain. It is not outside the 
guideline". 

Spanish nffiriata also saw a 
good chance of freezing the 
budget issue, if not the budget 

They foresaw a political 
agreement late tonight which 
would leave a number of “loose 
ends" to be tied up later this 
year. 


Drivers act 
over deaths 
at Chilean 
copper mine 


Peru moves to revive cotton trade 

Sally Bowen finds hopes pinned on the coveted Tanguis variety 


By Leslie Crawford In 

Santiago 


Canadian farmers battle against debts 


By Bernard Simon in Toronto 


NEARLY one in five Canadian 
farmers is technically insol- 
vent and cannot be salvaged by 
extra subsidies or other forms 
of Bnanrial aid, says the Cana- 
dian House of Cnmmnns stand- 
ing committee on agriculture. 

In a report updating a 1988 
study on form debt, the com- 
mittee estimates the total debt 
of the country’s 255,000 formers 
at CS22^bn ($19 J2bn) last year, 
(town slightly from C$ZL2bn in 
1987. 

The committee, helped by a 
Calgary-based economic 
research firm, plans to publish 
reports every two years updat- 


ing the financial condition of 
the forming sector. 

Although the average debt is 
C$91,000 per former, there are 
wide variations according to 
regions and Individuals. The 
report estimates that one-third 
of all formers have little or no 
debt About 47,000 are unable 
to repay the money they owe 
to financial institutions. 

Canadian banks appear to 
have been more reluctant than 
their US counterparts in crack- 
ing down on delinquent bor- 
rowers. As a result form debt 
has fallen more slowly in Can- 
ada than south of the border. 


The federal agriculture 
department recently raised its 
estimates of 1991 form incomes, 
but the Increase was due 
entirely to new subsidies intro- 
duced earlier this year. Aggre- 
gate Income this year of 
C$2. 6bn will still be less than 
last year's C$3bn and well 
down on earnings of almost 
C$4bn in 1988 and 1989, mainly 
because of low grain prices. 

Early indications point to a 
good wheat crop on the prai- 
ries this year. Soaking rains 
have fallen across Manitoba, 
Saskatchewan and Alberta in 
recent weeks. 


TRUCE DRIVERS at 
Chuquicamata, the world’s 
biggest open pit copper mine 
in northern Chile, are staging 
a go-slow to protest against 
the dangerous working condi- 
tions that caused the deaths of 
seven miners thin year. 

The go-slow is causing chaos 
In an operation that has to 
remove 600,000 tonnes of rock 
a day and where traffic is com- 
< puter-controlled to avoid a 
delay of even a couple of rain- 
| utes. Mr Federico Gana, Chu- 
quicamata’s public relations 
manag er, ggrf extraction Over 
the past week had fallen to 

540,000 tonnes a day but it 
was too soon to tell the effects 
on production. 

the drivers, who operate the 
giant earth-removing trucks, 
are upset about management's 
allegation that the pit acci- 
dents were caused by their 
own negligence. Mr Luis Ver- 
gara, a union leader at the 
mine, says that drivers had 
been urged to work foster to 
comply with Chuqukamata's 
production goals. “It is unfair 
to blame the drivers for the 
accidents when they were 
merely obeying orders,” he 
said. 

The labour protest coincides 
with the start of pay negotia- 
tions. Chuquieamata's 8,500 
miners last week lodged a 
claim for a 9.95 per cent real 
increase in wages for the next 
two years. The Chilean state 
corporation corporation Cod- 
elco, which owns Chuquica- 
mata, has until the end of May 

to study the claim and negotia- 
tions are ex p ect ed to begin in 
June. Pay talks at Codelco's 
three other wining divisions, 
AimUwi, Salvador ami El Teu- 
ton te, will follow soon after. 

Meanwhile, Codeico is step- 
ping up prospecting in the 
hope of finding new deposits 
to arrest declining production 
at its ageing mines. Geologists 
this week announced the dis- 
covery of a huge deposit 5km 
south west of Chuquicamnta. 
Initial projections show the 
deposit could rival Cbuqnica- 
mata or the La Escondida cop- 
per mine in size. 


PERUVIAN COTTON, once the 
country’s principal export, is 
undergoing its biggest 
shake-up for years. March 
trade liberalisation measures 
and the lifting of export restric- 
tions me an that Tanguis, an 
inte rnatio nally coveted variety 
which until now has been vir- 
tually unavailable outside 
Peru, will be widely exported. 

Production, however, is in 
crisis. A combination of last 
year’s drought, increased ter- 
rorist attacks on coastal forms 
and scarcity of credit means 
that only 68,000 hectares of 
Tanguis were planted in Peru 
thin season compared to a “his- 
torical* 120,000 ha. 

Although this is double the 
acreage the Peruvian Cotton 
Board had predicted for this 
season, production has been 
maintained at the expense of 
good agricultural practice. 
Nearly a quarter of the total 
area was not cleared and 
replanted at the end of last sear 
son - plant s were cut back 
and allowed to sprout again, 
with savings on costs but 
potential difficulties with dis- 
ease. First indications, how- 
ever, are that the harvest has 
suffered little, say traders. 

The Cotton Board estimates 
Tanguis output this year of 
about 50,000 tonnes, nearly 40 
per cent lower than three years 
ago. Tanguis accounts for 60 
per cent of cotton grown in 
Peru - the rest is mostly long- 
staple Pima — and is the vari- 
ety principally used by Peru- 
vian cotton garment manufac- 
turers. It has a bulk and 
absorbency which make it 


ideal for underwear and spurts 
shirts, the products on which 
Peru’s boomimg cotton apparel 
export business Is based. 

Until government-imposed 
export restrictions were lifted 
in March, the local market had 

•firs t Hahn qq Tan gnfe Only 

small quantities surplus to 
domestic demand, perhaps 

7,000 tonnes a year, were 
exported under spedai licence. 

However, this year, with the 
domestic market in recession, 
traders expect at least half of 
the season's Tanguis 50,000 
tonne crop will go abroad. 
Leading private exporters will 
compete for the 40 to 50 per 

rant: market abate * frnriltifmwHy 

held by End, the increasingly 
weakened state food ami ' com- 
modity marketing board. 

Tanguis is likely to sen in 
Europe this year at about $100 
per quintal, according to last 
year’s leading exporter Coral 
S-A. However, local Peruvian 
costs to cover transport, cus- 
toms and re-pressing of - bales 
before shipment, are high. . 

Cotton exporters receive no 
tax drawback and bear an addi- 
tional 5 per cent "temporary* 
tax on every tonne exported. 
“Current local costs axe abnor- 
mal, ” says Coral's managing 
director Gonzalo Priale. “A fair 
price to the Tanguis producer 
would be around $70 per quin- 
tal, if the exchange rate was 
not so for out of line.” 

Producers say they can no 
longer make money growing 
cotton. Federico Leon, presi- 
dent of the Peruvian Cotton 
Board, and himself a grower 
has 142 hectares in Piura, the 


Tanguis production 


TOO tonnes 
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principal cotton-gr owing 
region on Peru’s north coast. 
“It’s a viable size - you should 
be able to make money off 
that," he says. - - . - • - 

It is no longer possible. The 
Cotton Board estimates pro- . 
ducticm costs at $1,400 per hect- 
are, including pesticides, 
machinery hire and transport 
However, In areas such as 
Fbderico Leon’s, where tradi- 
tional yields av er age only ten 
to twelve quintals per hectare, 
cotton fanning Is unprofitable. 

This year, “like all . other 
medium-sized formers In my 
area, I haven’t grown cotton", 
says Leon. Fifteen hectares are 
plant ed “to Twtrf w fa ii Ti my prop- 
erty rights and for security rea- 
sons. Even if you lose money, 
you must plant something or 
TandbwB peasants Invade your 
laud and settle on it*. 

A graver threat than land 
invasions to more prosperous 
farmers is terrorism. Both 


fern's subversive groups. Sen- 
der© Ltnninoso and the MRTA 
(Tupac Amaru Revolutionary 
Movement) demand contribu- 
tions to thelr fighting funds - 
they kill if these are denied. 
“NbbodY lives on toe form any 
more/ says Lech- “Maybe you 
visit once a week with a car 
load of armed guards to atten- 
dance. It’s no way to five * 

For most small growers to 
the Piura area there te no real 
alternative to the traditional 
cotton crop. This season, with 
a dearth of agricultural avdit 
rmOmr the fiscal austerity pro- 
gramme of president Alberto - 
Fujimoro Fujimori’s govern- 
ment, farmers have had to 
mortgage to the bflt in. order to 
plant. Mirny have sold their 
few remaining animate to sur- 
vive harvest time. 


With toe Tanguis harvest up 
i a month late, tt to a naii- 


to a month late, tt to a nail- 
biting tfmfr mr growers. Except 
for those with advance sales 
contracts to the bigger textile 
companies and traders, they 
have no money for .-essential 
but costly pesticide spraying, 
(hops could still be deci ma ted 
through late spread of disease. 

Gonzalo Priale predicts local 
costs will gradually come into 
Roe with international prices 
as the exchange rate rises. 

New legislation allows agri- 
cultural band to he used as col- 
lateral against commercial 
loans, so financing will be 
easier next season. “Then cot- 
ton-growing will be profitable 
again," Priale says. "Cotton 
should be the principal crop of 
the Peruvian coast - I think it 
has a brilliant future." 


World Bank criticises monopoly 


Claire Bolderson in Jakarta 


THE WORLD BANK has added 
its voice to criticism against a 
controversial clove trading 
monopoly established in Indon- 
esia early this year under the 
leadership of President 
Suharto’s youngest son. 

The Clove Support and Trad- 
ing Board (BPPC) was set up 
with the intention, according 
to the government and officials 
involved, of helping Indonesian 
dove farmers to get a better 


price for their product 

In its confidential annual 
report on the Tndnn«rian econ- 
omy, the World Bank con- 
dudes that the apposite will be 
more likely. Hu the medium 
term”, the bank says, “the wel- 
fare of formers may be reduced 
by the government's attempt to 
override mar ket forces In set- 
ting prices directly". 

Mr Jantje Worotitjan, the 
trading board's secretory gen- 
eral, rejects the charge. 'The 
BPPC is not a monopoly - it 
■won’t disturb market forces." 

Under the system, formers 
sell their doves to village co- 
operatives at a floor price fixed 
by the government at between 

7,000 and 8,500 rupiah ($3.60 


Conservation group accused of neglecting environment 


By John Hunt, Environment Correspondent 


REFORM OF the International 
Tropical limber Organisation, 
the body responsible for con- 
servation and management of 
tropical forests, was called for 
yesterday by the World Wide 

Fund for Nature (WWF). 

Mr Francis Sullivan, WWF 
forest conservation officer, 
said: “There is no evidence 
that the organisation has gen- 
erated improvements in finest 


management practices an the 
ground. Social and environ- 
mental issues contin ue to be 
neglected by loggers and forest 
departments as well as by 

mo itself." 

A report published by WWF 
calls for an independent review 
of the ITTO on which 47 coun- 
tries are represented. This 
dema nd will be pursued by 
WWF when it speaks as one of 


the non-governmental organi- 
sations at the meeting of die 
ITTO council in Quito, Ecua- 
dor, from May 29 to June 6. 

Mr Sullivan said that inade- 
quate forestry conservation 
schemes were bang approved 
“on the nod” by the ITTO with- 
out adequate checking. Sara- 
wak was still exporting 10m 
cubic metres of timber a year 
and failing between 18m and 


25m cubic metres. To be sus- 
tainable only 4.5m cubic 
metres should be cut annually. 

WWF has also drawn up a 
report on the use of eco- 
labelling. These are placed on 
some timber products to claim 
that they are environmentally 
acceptable. “Most lab els can not 
be believed," says WWF. It 
urges retailers to remove all 
such labels as soon as possible. 


and $4.40) a kUo. The BPPC is 
the only body authorised to 
buy from the cooperatives and 
sell them to the kretek ciga- 
rette factories which consume 
almost all Indonesia's amwmi 
clove output of about 80,000 
tonnes. 

The trading consortium also 
adds charges for transport and 
storage to the cigarette firms’ 
final bill Kretek manufactur- 
ers say the cost at the factory 
gate of their raw material wjQl 
be more than doubled. 

The World Bank says the 
dove buying scheme is not yet 
operating because the consor- 
tium. which the bank does not 
mention by rama, has not been 
able to put a nationwide trad- 
ing system into place. “Confu- 
sion over trading arrange- 
ments in some areas has nmte 
it impossible for formers to sell 
their cloves." 

Mr Worotitjan acknowledges 
the system is not ready but 
says that by the beginning of 
June “everything will be run- 
ning OK”. 

The report says that even if 
the consortium is able to 
develop an adequate trading 


network, it will not be able in 
the long term to buy all cloves 
at the floor price. It says farm- 
ers are already increasing pro- 
duction in response to higher 


are lookfng at other choices to 
doves. 

"Once the consortium is 
forced by mounting losses to 
abandon the buffer scheme, the 
oversupply in the market will 
tikefy cause the farm gate price 
to fell below the levels prevafl- 
ing prior to the initiation of the 
scheme,” the World Bank says. 

No mention is made in the 
report of the foct that the new 
dove trading consortium is 
headed by President Suharto’s 
youngest son, Mr Hotonto Man- 
date Putra. Observers say how- 
ever, . that it was his involve- 
ment that prompted the 
government to agree to the 
scheme despite its dubious eco- 
nomic consequences. 

The decision to allow a dove 
trading monopoly comes in 
direct contradiction to recent 
efforts to deregulate the Indo- 
nesian economy. Observers 
wexe also surprised when 
Indonesia’s central bank 


announced hst month that it 
would provide more than 
$20Qm in liquidity credits to 
help fund the BPPC despite a 
government damp on such 
credits since last June because 
of inflation fears. 

Critics of the BPPC say that 
it is a politically well con- 
nected trading system designed 
to benefit only the muMig4wen- 

Long before the clove system 
was officially sanctioned at the 
beginning of this year, mem- 
bers of the BPPC were reported 
to have been buying clove 
stocks at the old price of 
between 3,000 and 4,000 rupiah 
a kilo. 

The cigarette firms will 
almost certainly have -to buy 
those stocks first when theirs 
run out but at the much higher 
price of about 12£00 rupiah. 

Members of the Association 
of Cigarette Manufacturers, 
have said tha t it i s for quick 
profit that the BPPC was really 


Whether or not that is true, 
the cigarette firms have been 
the losers. The World Bank 
says the farmers are also likely 
to suffer substantially. 


WORLD COMMODfTlES PRICES 


MARKET REPORT 


done Previous MgMLow 


Rob us la coffee prices closed well 
down again in London for the 
second day running, and five 
contracts had hit lifetime lows 
on the New York arablca market 
by midday. Dealers said selling 
by funds in both London and New 
York remained the main force 
behind the fall. There was also 
talk of long liquidation by a French 
trade house. While prices remain 
on a downward track, roasters 
appear largely content to sit back 
and watch levels fall, dealers 
added. Cocoa declined under 
trade hedging of Ivorian and 
Ghanaian supplies. New York 
cotton futures fell the 2 cents a 
lb limit during morning trading, 
reversing the recent run of highs. 


Plantings, which were delayed 
in the Delta by heavy rains over 
the past month and a half, appear 
to have improved as fields dried 
out and farmers were able to sow 
cotton. On the LME nickel 
continued to foil despite being 
technically oversold. Dealers said 
nickel was falling on fundamental 
weakness and current labour talks 
at Inco’s Sudbury facilities were 
not yet cushioning declines. Much 
of the recent selling has been fund 
liquidation. Concern over Soviet 
supplies has also faded recently, 
with LME stocks having built up 
considerably indicating that 
shipments are arriving in Europe 
without much delay. 

Compiled from Reuters 
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8250/8080 


8085-100 11,419 Iota 

Total (tally turnover 2,031 lota 


CSUQg 06 . (UflIH) 4 ZJM 0 US petal 3 /barrei 
Latwt Previous tOtfi/tow 

Jul 20.77 21 JOB 2086 20.71 

Aug 2069 21.18 21.10 2087 

Sap 21 X 3 21 SB 21.17 2029 

Oct 2120 21-37 21.27 21.18 

Nov 2124 21.42 21.34 2124 

Dec 2132 21,47 21/42 21 JT 

Jen 21-30 21.39 21.33 21.25 

Fel) 21.27 21,32 21.32 21.25 

Mar 2120 21.27 21.27 21.10 

Apr 21.15 21.23 21-20 21.15 

re* 7 Bia OB- A2JXKJ US peOn. centals fl«H« 

Latest Preview mph/Ure 

3 un 5586 SMB 5800 5870 


Chicago 


WTMBWB 5000 bw n*ni cento/Wte bushel 
done Prev ious Wgh/low 


J« 

578/4 

570 * 

586/0 

578/2 

Aug 

883/4 

5 * 3/2 

5 BQ /0 

582/0 

Bap 

S 84 /B 

0 * 4/2 

581/4 

58310 

Nov 

583/2 

090/0 

599/2 

580/4 

Jen 

803/8 

HOW) 

01 Q /4 

60172 

Mar 

814/4 

010(4 

820/4 

HI 2/4 

M-y 

822/0 

018 * 

628/4 

621/0 

Jul 

830/0 

623/0 

634/0 

ant* 


3 months 5710-5 


5806-15 

3880-700 


i ($ per tonne) 


57206 8,782 toto 

Total daffy turnover OOW lota 


London Markets 


Tumover 10539 ( 3464 ) lota of 5 tonnes 
ICO indteator prtcee (US cents per pound) lor 
May 21 : Comp- dally 67.06 ( 8808 ). 15 day 
average 88.14 (te- 22 ) 

POTATOaS - London FOX S/tome 


Cash 1085-7 
3 months 1101-3 


10815-25 

1 W 7-6 


SPOT: 1.7208 


3 months: 1.7017 


8 months: 1-8837 


8 months: 1.6892 


-lun 5586 5808 5600 5570 
Jut 6838 0873 5880 5810 
Aug 5890 8743 5720 6800 
Sep 6836 6883 6896 3829 
Oct 5825 5688 S 84 S 5625 
Nov 8030 8078 8040 6030 
Doe 8125 8168 . 6140 8110 
Jen 8130 8178 6140 8120 
Feb 6040 6073 8050 6015 
Mar 6600 6848 5810 6800 



Cloae 

Previous 

tfigh/Law 


Jul 

20.10 

IMS 

20.45 

19.99 

Aug 

2048 

20.11 

20*1 

20.17 

Sap 

2055 


20 . 7 B 

2030 

Oct 

2070 

2043 

2083 

2054 

Dec 

21.02 

207 B 

21 J 2 S 

2083 

Jen 

21.16 

20 J» 

21.35 

214 D 

Mar 

21,48 

21 JM 

2105 

21 .45 

May 

21.77 

21.50 

0 

0 


COCOA 10 UnmacS/tonnaa 


Previous MgtVLow 


Crude o> (per barrel FOB) 


Dubai 

Brent Blend (dated) 
Brent Blend (Jul) 
W.T.t. (IpmBW) 


515 . 75 -SSOu 4 X 45 
$ 1885-805 -825 
SIS. 15 - 8.20 -055 
SSQ.lSOeOu - 0.75 


08 products 

(M WE prompt delivery per tome OF) 

Premium Qaaallne S 244348 

Guo Oil 5184-165 

Heavy Fuel Oil S 69-71 


Raw 

Close 

Previous 

iflgh/Low 

A^O 

170.80 

171.00 

17180 18980 

Oct 

17000 

170.00 

17140 16880 

Dec 

171,80 

173.80 

17000 

Mar 

17080 

17060 

17280 17000 

May 

17380 

17380 

17480 

Auo 

17780 


178.00 

mute 

Close 

Previous 

HlglVLow 

auo 

2788 

2808 

2788 2788 

Oct 

3488 

2505 

2484 247.0 

Dec 

2428 

2438 

2428 

Mar 

244.3 

2438 

2458 2438 


1306 

135.0 1325 


Turnover 04 ( 27 ) lots of 40 tonnes. 


Gtosa Previous Hipri/Low 

Aug 13050 129.00 13050 13000 

Oct 13440 13440 13350 

Dec 137.00 13750 


P Mt m io um Arm a Eattmatoa 


Turnover: Raw 468 ( 338 ) lots 0 » 50 tonnes. 
While 1470 ( 778 ) 

Parts- White (FFr per tonne): Aug 1836 . Oct 1488 . 


Turnover 108 ( 378 ) lots at 20 tonnes. 

HMOHT - Xonden POBC WOffndea point 
Close Previous Mgh/Low 


(Prtoee supplied by NJriLRothschBd) 

QeM (line os) S price t equivalent 

Ctoee 365 . 00 - 356.70 

Opening 35750457.90 

Morning fix 356.75 206.620 

Aflamoon fix 358.75 206.036 

Day's Mgh 357 , 70 - 368.00 

Dey*a low 38500-36820 

Loco Ldn Mean QoM Landtag Rata (Vs US 


New York 


COLD 100 tray az.: Wray or. 


1 month 

2 mon*is 

3 months 


528 6 months 

824 12 months 

Sl21 


Gold (per tray ozM* 
Silver (per tray az)+ 
Platinum (per tray or) 
Pal Indium (per tray az) 


$35850 - 0,20 

4080 c -05 

8383.00 + 1.25 

595.00 - 1-050 


Aluminium (true market) 31305 +3 

Copper (US Producer) 104 c 

Lead (US Producer) 33 c -1 

Mckei (Iree market) 37 Sc -4 

Tin (Kuala Lumpur market] 1 & 42 r - 0.07 

Tin (New York) 265 c -2 

Zinc (US Prime Western) 62 c 

Cattle (I've weight}* 11128 p - 0 . 18 * 

Sheep (dead vwrighttt iZMOp - 15.07 

Pigs (Use weight)! 94 . 3 Cp - 156 * 

London daily auger (raw) S 201 q -1 

London dally sugar (while) SZ 9 Q 5 q 

Tate and Lyle export price £2235 - 1.0 

Barley ( English teed) CiOSv 

Maize (US No. 3 yellow) £ 178.5 

Wheat (US Park Northern) eiOO 

Rubber <Jun)V 5 & 2 Sp + 02 S 

Rubber (Jul)V S 3 - 7 Sp +025 

Rubber (KL BS 3 No 1 Jun) 22 fl 0 m 

Coconut Oil (PhfllppInesH) S 337 .GV -25 

Palm Oil [Malaysian# 5322 5 

Copra (PfriHppinosfi SZBUu 

Soyabeans (US) C 15&5 - 1.0 

Cotton “A" Index 66 . 25 c +056 

Woofeapa ( 64 a Super) 384 p 

£ a tonne unless otherwise mated, p-pencs/kg 


CMMOI 

Latest 

Previous 

Vba 

Htgh/Low 

Jul 

19.14 

1983 

1985 1009 

Aug 

19.40 

IftS 

fg .62 19.35 

Sep 

1985 

1980 

19.72 1980 

IPE Index 

1843 

1987 



May 1715 1684 
Jun 1683 1698 
Jul 1532 1485 
Oct 1630 1688 
Jan 1825 1688 
BFI 1885 1877 


1718 1700 
1868 1828 
1605 1601 
1630 1800 
1818 1806 


' 8 a p/Rne ox 


US eta eqtriv 


M«y 36 «3 

Jul 338.1 
Aug 368.4 
Oct 3825 
Dec 385.7 
Feb 368.1 
Apr 3722 
Jun STBS 


Previous 

Htgh/Low 

D 

0 

3575 

3588 

3907 

8800 

0 

0 

3808 

3618 

3598 

sms 

3848 

3022 

3805 

3878 

3806 

3898 

3700 

3808 


Pose Previous Hlgh/bow 

Jul 555 993 883 971 

Sep 1008 10 W 1012 1000 

Doc 1048 1061 1082 1042 

Mar 1088 1101 1084 1088 

May 1118 1130 1123 1118 

Jld 1147 1168 ' 1134 ' 1148 

8 ep 1174 11 B 3 1175 1173 


WO tons; Sncm 


Spot 235.85 

3 months 24205 

6 months 24570 

12 months 281.10 


PLAHHUH SO tray og $/tray «■ 

Ctoee Previous Wgh/Low 


COmat **C" 37 J 0 IMba; oants/ 8 >s 

Ctoee Previous Mph/Loar 

33 8580 STM 87.40 8528 

Sep 8506 8585 8575 8550 

Deo 82.16 8590 82.75 91.75 

Mar 95.15 83.76 9520 9500 

May 87.15 87.40 87.15 97.00 

Jul 90-23 100.00 9025 9500 

Bap 10580 101 JO 0 0 

SUGAR WOULD - 11 - 115000 ttw: centaitbs 


Close 

1738 . 

Previous 

1738 

HJgh/Low 

1758 

1735 

1748 

174 .B 

177.1 

1745 

178.1 

1758 

178.1 

1788 

1774 

1106 

1788 

177.1 

1794 

1708 

1812 

1790 

1802 

1785 

181.7 

1800 

1818 

11805 

1838 

1015 

18147 

1808 

0 

0 


M A I 7 P 5,000 to into; canta/ 5 gb- bushel 

Cloae Previous Hfrh/Low 

May 25 W 4 2 SBJ 0 262/0 2 SW 2 


Jul 24810 SBO /6 ' 252/4 249/0 

Sap 34814 348 W 251/0 34810 

Dec 247/8 248/0 250/4 ; 247/4 

Mar 233/2 255/4 267/8 254/8 

JUI 384 a 283/8 266/0 263/6 


Turnover 663 ( 37 E) 


Turnover 6050 ( 10381 ) 


Latest Previous 


17&26 101.76 

17500 177.00 


17578 178.75 

17550 18500 


181.75 183.00 

183 JM 18500 


184.00 18500 

181.00 13350 


1757S 100.23 


10040 17550 
17575 174.00 
17575 17550 
17550 177.26 
181.75 179 J 0 
I 83 J 6 181-35 
184.00 182-50 
1824)0 181.00 
17573 


Wheel Close previous tOghfljQw 

May 13560 13540 13500 “ 

Jun 13580 13510 13500 13580 

Sep 111-30 111.60 111 - 30 111.20 

Nov 114.10 114.15 114,10 113 J 0 

Jon 117.85 117 . 80 117,46 

Mar 120/85 12588 120.60 

May 1244 X 3 mas 12580 

Barley Pose PrewkHH Wgh/Low 

May 122.00 12 JL 00 

Sep 10730 10730 

Nov HUM 111.65 T 1 T 4 B 

Turnover Wheat 321 ( 1430 , Barley it ( 10 ). 
Turnover lota cl 100 tonne*. 

PIGS - ItadosHM (Cash 3 ette«nen<) p/fcfl 
Ooae Preview HQh/Low 


Previous High/Low 


Turnover 8684 ( 9019 ) Ms of 


c-cenks/lb. r-ringglt/kg. q-Jun/jul t-Jun u-Jul 
v-Jul/Aug. x-Jul/Aug. IMeat Commission aver- 
age tatstock prtoee. * change from 8 weak ago. 


^London physical market 5 C 1 F Rotterdam. + 
Bunion market dose. m - M a ta yatan cants/kg. 


WOOL 

The next six weeks sees km release Into 
0 w Australian suction oralem at 105000 
bales from the stockpile, wtth the intention 
of making good a shortfall which has 
developed between we i gh ts at auction and 
rosterings anticipated by the broken. 
During recent weeks the Australian market 
has moved dearer with each sale day, and 
there Is keen Into rest In whether tee 
stockpile wool will remove same of the 
heaL For tee British buyer, tin appreciation 
In wool values hi compounded by advene 
movement In tee Australian. N£ and US 
wool-buying dollars. 


(Pricea <upp(lad by faflgtert Matote) 

3 price C equivalent 

Krugerrand 36590867 JO 20510-20560 


Jul 

392.1 

3958 

Oct 

3965 

4008 

Jan 

4007 

404 * 

Apr 

404.7 

408.1 

Jul 

408.7 

412.1 


Chae Previous «bWLqw 

55 tm 74 » £ 5 “ rm 

Oct 7.64 7.87 7 J 78 7 JSS 

Mar 7.88 7.69 7,80 7 J 8 

May 7-60 7 jg 7 S 7 7.78 

Jul 7.94 7 J 2 7.83 7 J 3 

Oct 8-05 508 0 0 


WHEAT 5000 bu mtaj oento/Wte-bushei 
Ctoaa Previous HlfltWow 


Maple teal 36545-36545 21105211.56 

Naw Sovereign 85008500 49.104580 


SILVER 6X00 troy oz; centa/troy ok. 


COTTON 55000 ; cents/tes 

Cloae Previous HJgh/Low 


Umr 

324/0 

319/8 

. 324(0 

3200 . 


awo 

303/4 

307 A 

aosfa 

Dee 

318/8 

315/4 

318/8 

3 W 2 

Mu- 

328/0 

322/2 

328 H) 

323/0 


Atemtakaai ( 9573 fc) Cam Puts 

Strifes price 9 tonne Jun Jul jtai Jut 


107 119 3 3 

24 43 IT 25 

8 8 93 SO 


Copper (Grade A) CaHs 


144 153 U 4 11 

59 80 16 37 

13 34 70 80 


May 

CtOM 

4032 

Prwrietis 

4035 

Htgh/Low 

4035 

4028 

Jun 

4032 

403.7 

0 

0 

Jul 

4055 

4065 

4 ( 1.0 

4045 

Sap 

4107 

4112 

4100 

4098 

Dec 

4170 

418.1 

4225 

4105 

Jan 

4198 

4201 

0 

fi 

Mar 

425.1 

4250 

4255 

424.0 

May 

4304 

4309 

0 

0 

Jul 

4358 

<301 

4300 

4300 . 

Sep 

4418 

4418 

0 

0 


M BUS SOSO 8541 01 J 6 

Oct 8080 8580 81 JO ' 8560 

Dec 74 J 05 7506 7532 74 JJ 6 

Mar 7436 7586 7510 .7448 

May 7528 7738 7516 7528 

Jul 7570 77.70 7580 7580 


LOT CATTLE 45000 tea; centaWta 
' Pose Previous Mgft/Lmr 

5* SB 75M 7457 


OBRNaEJIBCE 15000 tea; ctataffba 
Owe Previous HigIVLow 


^*0 T 3-22 7187 73.47 . 7270 

*• W-T 7 T4.48 74.90 • 74.60 

Oeo 7540 7512 75 j 60 7520 

Feb 7480 74 jB 7 7502 747 S 

8 pr 7565 -7835 7585 7550 

Am 7420 7580 - . 7420 7580 


Jul 

12080 

12180 

12180 

12080 

StoP 

12015 

1*150 

12150 

120.10 

Nov 

11850 

11070 

12050 

11850 


•M Sep Jul Sap 


Jun 1 250 

Jul 11 T-S 117.0 1174 

Aug 1144 ) 1148 114 J 

Sep 1135 1134 ) 112 J 

Oct 1136 1150 ItiJ 

Turnovers* WloBOl 3^50 kg 

WOtel - London POX 


34 80 4 8 

7 27 27 23 

1 10 71 SG 


MQH (MADE COPPER 254)00 lbs; oents/lbs 


Jui Sap Jul Sap 


51 43 1 16 

14 n 14 41 

2 7 a n 



Ooaa 

Prev. 

High 

Low 

vot 

Indx 

140.14 

14058 




Jun 

141.00 

14000 

141 JQ 


78 

Jul 

M 250 

14080 

142.80 

14250 

116 

Sep 

141.00 

14150 

142.70 

14180 

68 


Juf Aug Jul Aug 



QOH 

Previous 

MghAJM 


May 

10000 

101 26 

10100 

10020 

Jun 

9805 

.10150 

10120 

0 

JU) 

taiJta 

9950 

9905 

9850 

Aug 

08.16 

9850 

9950 

9650 

Sep 

WJ6 

«B 0 S 

08.83 

97.80 

Oct 

OTM 

9620 

0 

0 

Nw 

97.15 

0700 

8700 

0700 

Dec 

a<ta< 

9745 

9700 

9670 

Jan 

9656 

# 7.13 

0 

a 

Feb 

9625 

95.75 

0 

0 


HEUTXH 1 (Base: September 18 1831 - 100} 
May 22 Mey 21 mate egg yr ago. 
17258 17251 17358 SJ 3 " 

DOW J 0 f 8 (Base: Dec. 31 BP* m tOO) ~ 
Maygl May 20 mate age yr ego 


UtfEHOOtaOJMOteicentsnbe ' , 

Ooaa PrevtexM MgfuUar ' 

Jun 5506 874)7 - 5737 B 582 . 

JM 5507 3 & 2 S 8587 fty. 

AUfl 6222 6527 * SUSS Sl»‘ 

Oct 47.10 47 4735 .. 4586 
Dec 47.02 4742 47.78 47.00 

ft* 47.15 4730 47.48 47.15 

Apr 4836 45-38 4570 4 &gS. 

Jon 48.75 48,75 0 0 : 


Spot 12562 12584 12548 18581 
I Futures 12538 12582 12736 13433 


PQWCBmjexo^QO tesiointarib 

Oh— Previoua Htgh/ijcw. 

“ matt BOSS 6568 

■M teffi 5588 57 JQ 8545 

A*W 8330 5330 It* *■«> 

6570 5572 ■■ 8580 - -3638 

Mar 6580 5630 3830 3525 






^nginif 


at 




if 

\ 
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LONDON STOCK EXCHANGE 



reversed in a gloomy market 


FINANCIAL TIMES STOCK INDICES 




CONCERN OVER the recession 
in. the domestic economy 
depressed the UK stock market 
yesterday, outweighing any 
benefits from favourable com- 
ments on prospects for infla- 
tion and interest rates from the 
prime minister and from the 
Halifax, Britain's largest build- 
ing society. After challengmg 
an important testing level in 
early trading, both stock 
futures and underlying equi- 
ties broke downwards. 

Trading volume, as mea- 
sured by the Seaq total, 
increased and traders claimed 
to have seen some indications, 
of forced selling by institutions 
seeking to restore' cash ratios. 
Speculative interest was 
damped down by reports from 
ah indecisive meeting between 
Hanson and Id, and by selling 
of Hanson stock yesterday. 

Equities opened steadily 


Aeooum n— itaip Date* 

fb»t O—awger 
Apr 90 

Hoy 20 

Jun 3 

ObBbb DHMhMi: 

Ibtay JO May 30 

Juo 13 

tad Dulagr; 

May 17 

May 31 

Jun 14 

Aeeramt Dap 
May SB 

Jm 10- 

Jun 94 

Mretan (tatataga nay HU ptrara bon 

UC mm two biretinoe raqre Mrftar. 


behind Wall Street’s firmness 
overnight and assurances from 
Mr John Major, the UK prime 
minister, that Mure Conserva- 
tive governments would- never 
allow inflation to surge ahead 
again. 

The blue touch paper, how- 
ever, was lit when the stock 
index futures opened and the 
June contract on the FT-SE 
Index quickly moved to 2£05. 
The gain in the underlying 
equity market increased to ten 
points before it became dear 


that neither the future con- 
tract nor the stock market 
could hold its gains. 

With investors also discour- 
aged by a new flow of rights 
issues totalling £200m. led by 
W.H. Smith, the retailer, which 
asked for £148m, equities soon 
turned negative. Official statis- 
tics confirmed that gross 
national product in the UK fell 
in the first quarter of the year 
for the third ■ consecutive 
period. 

Economic gloom was fos- 
tered by a batch of corporate 
statements, notably from Land 
Securities, Britain's largest 
property groap. which cut its 
net asset valuation substan- 
tially in response to the contin- 
ued depression in demand for 
business property in the UK. 

Nor was the stock market 
greatly impressed by the first- 
quarter trading statement from 


BAT Industries and, later in 
the session, there was a sharp 
fall in Ranks Hovis McDougall 
following its interim state- 
ment. An executive of TSB. the 
banking group, warned that 
Britain's recession could drag 
on into next year. 

At its low point, the market 
was down by 18 points un the 
Footsie scale before a modest 
rally, inspired by a similar 
trend on Wall Street, lifted 
share prices a shade. The final 
reading put the FT-SE Index at 
21465.9 for a loss of 16.8 on the 
day. Seaq-reported volume, 
which takes in both retail and 
intra-market business, 
increased to 459.4m shares 
from Tuesday’s 424.9m. 

The mood was decidely 
gloomy at the close. Little 
encouragement was drawn 
from the decision by the Hali- 
fax to enable its annually rated 


home borrowers to benefit 
from the recent cuts in mort- 
gage rates, although the Hali- 
fax managing director expected 
the next interest rate reduction 
“within a couple of weeks". 

Mr Robin AspinaU, chart 
strategist at Schraders, the 
London merchant bank, 
warned that yesterday's mar- 
ket resembled a classic “top- 
ping-out" pattern, suggesting 
that it could now be threat- 
ened by a sizeable downward 
correction. 

Traders noted the absence of 
follow-through when the FT-SE 
2,500 mark was challenged in 
early trading. Some believe 
that investment fund manag- 
ers. needing cash for rights 
issues, are now reining in their 
daily operations in the equity 
market and selling stock where 
they see an opportunity to take 
profits. 



May 

2! 

MOV 

71 

Mav 

30 

Mr. 

i: 

Mil 

1C 

/ear 

n.cn 

■JMI 

L:>* 

Zin to Compilation 

High Low 

Gavemmen! Secs 

84 49 

64 37 

64.16 

64.04 

£4^4 

7B.56 

u5.b: 

! 19.01 

32 17 
■5 ‘11 

127 4 
|9/I-'3SI 

49 18 
(3/1/75) 

FliSCi Interest 

S3.49 

93.41 

S3 25 

33 f,1 

•33 £S 

87 05 

04 B4 
■5/4) 

30.59 

:2.T» 

105.4 

I2&ITI471 

50 53 
13/1/75) 

Ordinary Shari • 

1933 4 

1942.5 

vftr.a 

1976 0 

1925 3 

1E1J 0 

C-Jl-i 5 
»£»' 41 

fees 3 

i JS!U 

2014 5 
15/4/31} 

49.4 

f2&'6/40] 

Gold Mines 

165.9 

1593! 

156 4 

1558 

15G5 

211 5 

,14.1, 

127.0 

(2212) 

734 7 

iistyw) 

43 5 

(26/10/71) 

FT-SE 10O Share 

246S 9 

24®. 7 

24666 

2453 9 

24719 

2037 4 

01.453 

;5-4] 

20543 

iin-ii 

25453 
15/4/91 1 

986.9 

1 23/7/84 j 

FT-SE Eoretrwfc ZOO 

116521 

1162 86 

1(54 451 

1151 02 

1151 25 


1176 l‘i 

D28C2 

i'6'11 

1178 39 
; 18,41911 

93682 

1 16/1/91) 

mom oiv. Vidd 
•Earning Yld °a(tull) 
•PTE Ratio! 

4.95 

665 

14.23 

433 

S 64 
14.30 

495 

869 

14 22 

436 

an 

14 15 

494 

li.tt 

‘.4^7 

TMI 

!CM 

P-*-- Ut,k.- ‘-re. b!IlK Mini lEHIWmv 
':7ir. iiJ 12 >*5. P*sn IKO F7-SI 100 3I.-r2.-K) 

ri.r- Cuj.;«i x-iana * u i365 i \ratXM 


SEAO Barflfis 4 45pm 27.335 28.178 24.576 32.707 30.1!^ 31.298 

Equity TiirnovoflCmJf - 738.79 573.C4 863 03 12EB.22 1112 50 

Equity Bargainat - 25.520 24,468 32.394 23.032 30.814 

Shaf ra Traded (milt - 371 5 27B.D 432? 424 1. 1&3 1 

Ordntry Stan tndax. Hourly changes Day'rs High 1353 3 0:-: -* Low 1922 5 


Open 

1B49.7 


9 am 
1951 5 


10om 
1945 1 


it am 
1941.0 


12 pm 
e I 


1939 e 


1 pm I 

| 2p.n ' 

| 3 pin 1 

4 pm | 

1937.6| 

MW^TJ 

1 1937 5! 

19X3 7 ! 


GELT EDGED ACTIVITY 

indices* May 21 May 20 

Gta Edijcd 

bargains 93.7 88.0 


5 -Day average 94.7 


97.0 


FT-SE 100, Hourly duHifioa 


Day High 2492 9 


□.ly'r. Low TJM.C 


Open 

2488.1 


9 am 
2490.3 


10 am 
2482.6 


11 am 
2476.1 


12 pm 
2474 2 


1 pm j j 2 pm : I j pm 
2473 Z [ 1 246*. 5 1 1 2--e9 f 


I A pm > 
}MES 9j 


FT-SE Eurotrock 200, Hourly changes Day's High 1 167 71 

Open 
f 167 33 


Low 1164 45 


Open | 10 am I ti am 12 pm 1 pm I j a pm j j 3 jm j 
167 33 1T66.63 ) If £6. 53 1167 56 1167 14 f } 1 165 2? | f i rj£ 76 ( 


■SE Activity 1974. 
i£ -eluding mtra-markel 
business & Ovorseas turnover. 

London report and 
latest Share index: 

Tel CSSS 123001 




j*-" 


Properties 

revision 

disturbs 


c- . 


uinopolj 


LAND Securities, the biggest 
UK property company, dis- 
turbed the market with final 
results at the lower end of 
expectations and indicated that 
the UK property market, par- 
ticularly in central' London, 
showed no signs of recovering 
before the end of this year. 

With a decline in the net 
asset value (WAV) to 671p from ■ 
867p in the previous year and 
the chairman warning that 
“this year will be primarily one 
of consolidation”, analysts took 
their red pens to asset value 
forecasts. An NAV of 600p to 
620p is now expected in 1991-92. 

Land closed 9 cheaper at 
521p. The other market leaders, 
-^"2 particularly those with, a 
■'■7 strong London portfolio, came 
under pressure: -MEPC 
- retreated 9 to 50lp, Great Part- 
• - ir hmd shed 12 to 213p and Grey- 
-\L coat dropped 13 to 301p- 

C and W depressed 

Cable and Wireless was one 
. : : 1. 1 of the poorest performers 
among the Footsie constftu- 
; . . . ents, the shares sliding 13 to 
. ...~ 509? on turnover of A9m - 

v ;.V much hi gher than nmal for the 
.. ' 7 stock. Depressing the shares, 

"• specialists said, was a series cf 
^.'■profits downgrades, after 
results from the 55 per cent 
. - owned Hong Kong Telecom. 

There were also suggestions 
Lthat toe group could be lining 
' 7 .7.1' up an acquisition to be 
; 7 7 financed by a cash-raising 
■ 7; '; operation, possibly via a hood 
issue. There have been 
— rumours hi -capital markets in 
- -.1:. recent days that a Mg issue is 


story about C and 
" - W was that the company may 
■ be looking to reduce further its 
T> stake in Hong Kong Telecom, 
r -*--' although this suggestion was 
: shrugged aside by some 

observers, who said such a 
move would put C and W 

shares hi gher. • . 

There were also hints that a 
— ... , number of institutions had 

CniC**5° been switching out of C and W 
. jT'-r^and into BT, although BT's 
- turnover was a routine 3m and 

the share price an unremarka- 
l ble 2 firmer at 373p- 

Ms Tressan MacCarthy, djec- 
tronic analyst at Panmure Gor- 
' don, took a bearish, line on the 
T . ; stock, cutting her current year 

•• forecast for C and W from 
' _.£583m to £585m and that for 
- *«• 1992 from £715m to £7Q5m. 

.*=■* ' • -- < “Our downgrades put C and W 
on a prospective rating of 35.4, 

'[ a 49 per cent premium to BT; 


we do not believe C and W 
should* sustain this premium,” 
said the Panmure analyst 

Courtaolds surprise 

Significantly higher profits 
than expected from Court- 
aulds, the UK chemical group 
which demerged its textile 
interests last year, pleasantly 
surprised share traders hut 
sector analysts sounded consid- 
erably less happy. 

.They maintained that they 
had been encouraged to cut 
full year profits estimates and 
not to be over-impressed by the 
excellent - interim figures 
reported in November. The 
chairman said then that full 
year results would be affected 
by difficult trading conditions 
and exchange rate movements. 

The pruning of forecasts 
since that time had left the 
market looking for profits in 
the £175m to £X80m range; 
ahead of the results, two 
investment houses had advised 
top-slicing (profit-taking) and 
another a switch into BOC 
Group- 

Yesterday’s announcement 
of profits II per cent up at 
£LB&3m, together with a higher 
dividend payout, sparked 
excitement in the market. With 
covering of short positions by 
marketmakera providing added 
momentum, toe shares raced 
up to 397p before ending 6 
higher on balance at 385p. 
Turnover expanded to 4.3m. 

RHM weakens 

Wankit Hovis McDougall. was 
under pressure as hopes of a 
strong second half by the mill- . 
fog, baking and grocery, prod- 
ucts. group !began : to fade and 
worries grew .about the final 

div idend. 

Interim profits of £76.5m, 
against £7&9m last time, ware 
at the lower end of analysts' 
estimates. But it was the chair- 
man's statement, warning of 
difficult trading conditions per- 
sisting into the second half, 
that upset the market 
- Setting by institutions led to . 
a high asm shares changing 
hands and RHM closed . 24 
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lower at 287p. Analysts cut 
their full year estimates to 
around £150m from £155m to 
£160m, and added that until 
RHM made an acquisition the 
shares would continue to lag 
behind the market 

A somewhat inscrutable 
announcement from Id that it 
had met with Hanson this 
week coincided with a fall in 
the two stocks. 1CI came off 6 
to 1226p on a turnover of L9m 
nharea and Hannon declined 5 
to 210 %p on a heavy turnover 
of 10m. 

ICTs announcement said: 
“Hanson, .reiterated that its 
recent purchase of shares in 
Id had been made for invest- 
ment purposes, hut that all its. 
options remained open." Trad- 
ers said the statement 
prompted a “knee-jerk reac- 
tion” to the two stocks- 

Heavy selling by private 
shareholders knocked the 
newly floated Mirror Group 
Newspapers. The stock was 
sold down to 132p a share - 13 
below the offer price - before 
rallying to end 2 off on the day 
at 118p on turnover of 10m. 
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One trader said the reason 
the shares did not tumble fur- 
ther was that index or tracking 
funds - institutions who 
invest through an automated 
system in stocks representative 
of toe FT-A All-Share index - 
bought in. There was also 
some American interest. 

Enterprise Oil moved up 6 
more to 528p on turnover of 
4.3m, substantially increased 
from recent levels. The stock 
was still responding to a num- 
ber of buy recommendation s, 
with S.G. Warburg Securities, 
S mith New Court and County 
NatWest said to have been 
very strong supporters of the 
slmrd'S. 

A big put-through of BP - 
lines of 2.8m and 2.3m BP 
shares were traded- at 325p - 
dominated turnover in the 
stock, which settled a net 3 off 
at 325p. Shell, weakened dur- 
ing recent sessions by switch- 
ing into BP, dipped 7 to 506p. 

Monument Oil & Gas held at 
38 '/ip after more encouraging 
drilling news. The near 10m 
line of shares traded late on 
Tuesday was thought to have 
been on behalf of the Swedish 
interests who last year 
swapped assets for Monument 
shares. 

Although Bass’s half-year 
results were disappointing, 
they had been heavily leaked 
and were largely discounted by 
the market The shares only 
lost 4 £o 954p in spite of a 
warning about continuing 
gloom in the second half Mr 
Geoffrey CoDyer of securities 
house County NatWest cut his 
estimate of Bass’s end of year 
profits by £10m to £545m. 

- The announcement of 
reduced profits in Bass’s bet- 
ting arm, coupled with worries 
over the government's new 
betting regulations, knocked 
Ladbroke and the shares shed 
7 to 262p. 

JJL Devenlsh, the west of 
England brewer fighting off a 
hostile bid from Boddington, 
the public houses, hotels and 
healthcare group, fell 9 to 223p 
after announcing that it was to 
stop brewing. 

Macarthy, the retail phar- 
macy group, moved smartly 
forward on aggressive buying, 
leaders believed It to be ema- 
nating largely from one source 
and speculation arose of possi- 
ble predatory moves. Such 
hopes have periodically lifted 
the stock, which settled 24 
higher at 192p. After the dose 
of market trading, Grampian 
Holdings announced; share 
exchange terms valuing Macar- 
thy at around £56.5m. 

A presentation to institu- 
tional Investors in the wake of 
Tuesday's well-received annual 
results boosted shares erf steel 
casting company William 
Cook. They rose to 298p before 
dosing 13 up on the day at 
294p. Brokerage house Pan- 
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Changing 
duties at 
Bass 


■ BASS has made the . 

* . following changes in board 

V jjesponsibfiities from June L 

• Mr Robin Manners, currently 
! ; < chief execteira of Bass 

• Brewers, will take charge of 
group human resource 

'• development and poHcfes. Dr 
' ... Tony Portao will succeed him 

at Bass Brewers, remaining 
. chairman of BrttvicSrft ■ 

. Drinks. Mr Peter Sherlock, . 
_ r .v. chief executive of Bass Leisure, 
- • ' ■' becomes responsible for 

; Augustas Barnett and Chateau 
. < Lasoombes. 

Mi Michael $- Perry ‘ 
becomes a non-executive : 

. - director from June 1. He is a 
■;> vice chairman of Unilever. 

Mr Hiroshi Katsuta has . 
been appointed senior adviser 
•, to the MIM Investment Trust ' 

- Management Co, part of the 
' INVESCO MIM groim. He was 
president of Yamaichi Business 
, . ' '..Services^ and wQl be standing 
. ~ for dection as chairman of 
7 ' MIM Investment Trust. 

' Management ** the wwniMi 
■’ ' meeting on June 28. 

1 ■ COMMERCIAL UNION has 

appointed as nonexecutive 
directors Mr PJ. GfQam, a 
.. managing director oCThe ■' 

. " British Petroleum Company ‘ 
and Profesan- H. Mdj, 

■' ’professor in strate^c ‘. 


management at Free 
University of Amsterdam and ■ 
a former board member of the 
Unilever Group. Mr M-H Fisher 
and Sir Christopher Tngendhat 
retire from the board on June 
30. - 



Mr Olivier Groues (pictured) 
has been appointed di recto r of 
marketing at RANK XEROX, 
based at international head- 
quarters in Marlow. He is- 
respansible for all Rank Xerox 
marketing activities, European 
logistics, the supplies organi- 
sation, service support, and 
corporate affairs. Including 
the co-ordination of external' 
relations with European insti- 
tutes, He. will continue as non- 
executive chairman. Rank 
Xerox, France, where he was 
previously general manager. 

■ Mr Joe Sarddh has been 
appointed chief operating . 
Officer of .WATERFORD 
.WEDGWOOD’S ceramics ■ 
operation in the US. He joins 
from Unilever's Calvin Klein 


Cosmetics Company where 
he was senior vice president 

■ Hr Michael L. Downs has 
been appointed managi ng 
director of ENGINEERING 
INSURANCE COMPANY, 
London, international aim of 
The Engineering Insurance 
Group. The group Is a 
partnership of the Hartford 
Steam Boiler Inspection and 

- Insurance Co min tha General 
Re-Insurance Corporation of 
America.- Mr Downs joined the 
Hartford Steam Bailer group 
in 1978. 

■ Mr Stephen L. Howard, vice 
president of corporate 
development and general 
counsel of Cookson America 
Inc, has been appointed chief 
executive, COOKSON GROUP 
corporate development, and 

a member of the group 
executive committee. - 

' ■ AUTOMATED SECURITY 
(HOLDINGS), Famham, has 
appointed Mr Hugh P. Hachett 
as managing director of 
Modem Security Systems, the 
group's majorsystems < 
division. He joins from Thom 
Security, where he was 
managing director of the fire 
and security system division.' 

■ VAX APPLIANCES has 
appointed Mr David Everitt 
as managing director , of Its 
German subadiary, Arlett, 
nearPuaseldorf, He was 
director ami general manager 
of Barbour {Europe). 

■ Mr Ian Robertson has been 
appointed ROVER GROUP 
purchasing director. He was 


logistics director of Rover’s 
small and m edium cars 
operation, Longbridge. 

■ COURTAULDS has 
appointed as non-executive 
directors Mr Graham Hearne, 
chief executive of Enterprise 
Oil, and Mr David Lees, 

. chairman unH rfiiaf executive 
of GKN. 

■ HILL SAMUEL MORTGAGE 
SERVICES has appointed Mr 
Gordon Ashworth as financial 
controller. He became financial 
analyst. Hill Samuel 
Investment Services Group 

in 1989. 



At MINET HOLDINGS, part of 
tiie St Panl Group, Mr Peter 
Christie (pictured) has been 
appointed group managing 
director and chief operating 
officer from June X. Mr Chris- 
tie, a group deputy chairman 
and responsible for the group’s 
interests In North America, 
will be based in London. 


mure Gordon hosted yester- 
day's presentation. 

Hopes that the negotiations 
for the sale of the Cammell 
Laird shipyard at Birkenhead 
would be concluded success- 
fully lifted VSEL Consortium, 
the yard's owner, 9 further 
to 423p. 

WJB. Smith “A" climbed 14 
to 382p on positive response to 
its £147Rm rights issue and the 
disposal of a television pro- 
gramme supplier. Analysts 
said that together, the moves 
would almost eliminate 
Smith's debt 

Scape Group, the paper and 
printing industry supplier, 
retreated 8 to I50p after calling 
on shareholders for £55.6m to 
finance expansion. Group 
annual profits were slightly 
lower, as expected. 

Reports of a boardroom rift 
lowered Barry Wehmiller 13 to 
2Up. Last month the specialist 
packaging equipment company 
revealed its first profits foil in 
seven years. 

National Power ran into a 
bout of profit-taking and fin- 
ished 4 easier at 140’Ap with 
14m shares traded. PowerGen 
also came under fire and ran 
back 6)6 to 144 Hp with 8.6m 
chang in g handa, 

The Water Package lost 20 to 
£2998. Yorkshire Water kicks 
off the preliminary reporting 
season today, with analysts 
looking for profits In the 
region of £108m to £ll3m and a 
dividend total of 17.7p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index and London 
Traded Options, Page 20 


TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


LONDON stock index futures 
drifted lower for much of the 
session in aimless, low volume 
trading as the derivatives mar- 
ket continued to indicate no 
immediate change in the out- 
look for UK shares. 

The June FT-SE 100 index 
contract began promisingly, as 
a squeeze developed after some 
independent futures traders 
were forced to cover their posi- 
tions. 

The rally soon ran out of 
steam, however, and the gains 


were slowly given up. with 
June eventually closing 17 
lower at 2,473. 

For most of the day the 
futures market did not give a 
lead to the stock market June 
held a premium of around 10 
points to the spot FT-SE index, 
which is in any case the theo- 
retical premium. 

In traded options, there was 
unease on the outlook for 
Amstrad shares following a 
decline on Wall Street by IBM. 
A buyer of 500 September 60 


puts swelled turnover as 
Amstrad dipped 2 to 65p. 

The decline In ‘ Sears 
prompted buying of the Sep- 
tember SO calls and September 
80 pats on the hope that the 
shares would rebound. 

Hopes of a recovery in Dix- 
ons prompted an investor to 
sell 500 June 200 puts. Other 
larger trades included a buyer 
of 200 British Airways May 
600 puts; and a buyer of 200 
Courtaolds 420 puts following 
its final results. 


LONDON SHARE SERVICE 
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93V Tre* 9 k 19948. 

102,*. Tnus 12 k 1995 .. . 

82 J, Mi 3 k 6as 90-95 .... 
96« jrdi. 10 VK 1995 

105V Tress 12* K 19958 

109ft Tre*. 14 k '96 

92fiTnB5.9K 1992-968. - 

«115E Tre* 15 V PC 19968 

VI lOQExch 13', pc 19968. . .. 

Five to Fifteen 
9515fccrrcr,kni 10 k 1996 .... 

48JJ Jo. rope 1996 0 

108;; Tre* U V K 19978 

iucu 97'» E«ch 10 'jpe 1997 

94 fl 690 Tre* 86 pc 1997 b 

117 tKii L5«c 1997 

93 ij Mb 9 W 1998 

80 V Tie* 6% pc 1995-988 .. 
121 V Tie* UVK’VBtt 
J04V Eith 12 k 1998 . .. 
92ft Xn» 4 ij* 19998. .. 
SSErab 12 UK 1999- . . 

97 £ Trras 10VK1999 

955, ton»miooiO l 4Kl999 
89V lonwraloii 9oc 20008 

1J0V Tnos 13t>c 2000 

113u Da. 13 k 2000 A. 

94K Tre* 10 pc20O1 

lUjglTms. 14 k '98-01 


to Five Years) 
10021 
n.oq 
a.ifl 


98V4-. 

9 ir 

Wtr 

103V 

96 
99 
104. 

93 1 
107, 

9512 
110V 
107 
Whit 
105V 

“4 


m 

96V 

117V 

110V 


12.58 
10.04 
817 
10.5C 
3.11) 
12.01 
13.01 
852 
10 04 
12.00 
6.44 
12.80 
886 
13 17 
12-51 


10 05 

u eS 

93« 

3.371 

ioiy 

11 7S 

12 4m 
934 

12 94} 
11991 


1129 
1095 
10 73 
10.66 
1053 
10 39 
10 46 
794 
10 44 
10.35 
10.22 
10 21 
10.30 
9.28 
1027 
10 27 
10 21 
10 30 
1021 
10 32 
10 24 
10 28 
618 
10 28 
1031 
10 56 
99b 
1052 
10 48 


98 
100 
108 
58 
97. 
97 _ 
UBVi 


Pll: 

i 

ill! 


a 

94(1 
94 h 
853 
94V 
63* 
82-. 
121 , 


_ Start 
Jre*9Vpc2002 
Ore* lOpc 2003 
ITre*. 11*; pc 2001-04 
Funding 3 pc '9‘HM. 
jConimHin 9 pc 2004. 
jfco«»fmDn9i;pc 2005 
ItTrras 12 ‘,pc 2003-05 

Over Fifteen 
79(;[Tie* 8 k 2002-068 
lOSfi Tre* llli k 2003-07 
84S Tre* 8 b K 2007 8 
118M Ire*. Ubpc 04-08 
BSg Ire* 9 k»C 88 
90j! Oo. 9pc 2000 C 
8 C Tre* Bpc 2009. 

882, ^»v 9 dc Ln 2011 ft . 
58i Treas 5bK2008-12» 
76H Tre*. 7 VK 2012-158 
113AExch. 12 k 13-17 


INT. BANK AND O’SEAS 


PlIO 

£ 

96 i 

97 V 
105 V 

57 V 
94*; 
94 i 
1141; 

Years 
82 V 
109,* 
87 V 
122 ,', 
9i.: 
91 1 
> 2 ', 
91 A, 

to!£ 
79 b 
117 


*iV 


tat , 
10 15 
10 2^ 
10 87; 
6011 
10 OH 
10 05 
10 93 


YlfU 


Bed. 

10 35 
10 33 
10 5? 
91! 
10 Z7 
10 25 
10 39 


1991 

Hrflb , ] Start 

103 95 ";|W: 4 ar DiSkllVLnM 
97, fl 

li:,'; lOS.liini-AinOneiUi.Ri: 
92;; St' 'i| 23 9VKL->2D1» 
1211 10. rj- ?aitt:Saif- iliVK 


Ptic* 

£ 

99 b 

109 5 
Vi 


u.A 


Yl| 
InL 
11 1 

10 751 

11 39| 
10 81 
13 Ml 


P<d 
Bed. 
11 18 
10 83 
1098 
10 90 
13 34 


1024 

10 751 1035 
4 T3l 1011 

11 OtJ 10 35 


£1 


Undated 


Years 


Hi 

9zj: 

iwk . .. 

wit -*« 


124,' 
107 J 


loss 
100 v 
99V. 

ills. 
115 it 


3 


10.12 1028 
10.11 10 26 
U9C 10.53 
10 43 1055 
9.41 10^8 
12.52 10 65 

10 06 10.39 

7.94 9 74 

12.44 10 5B 

11 U 10 49 
9 9C 10.26 

11 24 10 51 
10 45 10 38 
10 34 10 39 

9 68 10 23 

11.42 1061 

11.43 10 bO 
1021 10 J3, 

12 oa 10.70 1 


40 

35 

29* 

iii 


m 

137 
139 
128 
132 . 
109 V 
117VI 
113(1 
95V 


378 tatEols4pc . 

33,1 War man 3bPC8 
57 (j ' jo *. 3b pt 61 All 
28V Tre*. 3pc 66 AK- 
23V tawih2bK. ■ 
231jiTre*.2bK. . 


,38J3l 

24 b 
24 V 


4 B? 
9 71 
9 65 
9«7 
9 03 
o 75 
10 231 


10271 

10M 

1DM 
10 2H| 
10 31 


10 0 .’ 
10 03 
loot, 
10 02 
a 95 
ID 03 
10 05 


CORPORATION LOANS 

103 b I ICC b|B.nr.ii.;rjm 1 J i-pc IW2 
96bl 93b<0LC ■> * at 19=0-92 
]15b|!lC>Ac?dsl3bpt 2006 
3« 2»LiitTPCPl Ji-Klnrt 
27 2i. LCC 3r: 20 All. 

103 b* 97 b'O wrttrttir 1 1 bx 2007 


100 b 
96 b 
IUb, 

& 

99b 


11 541 
11 561 


1144 
11 20 


1144^ 

B*W| 

11 8 -M 11 62 
1157 


11 58 


Index-Linked 


125 

uli| 


13 


us,; 
105 V 

iwffl 

91 12 1 


Tr 2 k 928 
Do 2 94. 

Do 3 k' 96 
Do2bK'01 
Do 2bK 03 
5 DO 2 k 06 . 

Do 2bK 09 
Do.2bK 11 
Do. 2 bK '13.. 
Do 2bK 16 
Do 2bPC 20 
Da.2bK'24u 


(b) 


»97 8l 
(102.91 
lb7 9i 
. (7B3i 
. i78 8' 
Ih9 5i 
. 1 76 Hi 

. (74 61 
. (89 2' 
(Bit, 

.. (83 0> 

. . 197.7H 


128,' 

1I7JJ 

172,5 

142| 

157K 

m 

116S 

11211 

94,’, 


(I) (2) 


2 21 4 54 

3 33 4 25 
3 44 3 ■« 
3 81 41b 

3 9b 4.23 
4CW 4 25 

4 07 4 >7 

4 08 4 2b 
4 07 -1 14 
4 M 4 21 
4 01 4 lb 
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COMMONWEALTH & 
AFRICAN LOANS 

“01 «».-S-bRhe3 97.92 Amd 1 90l.. .1 

LOANS 


Building Societies 

104 1; |!02bh acridly 3 rft HiaS! | 103 bl 
IC1T||04 : ,I0: 4 21<p:lL-24 I 106VI 


[5 37 
-i 4 97 


53l 


Public Board and Ind. 

52lMn ,Vlr 3a: E I 52l.. 


.1 5.771 9 70 


FOREIGN BONDS & RAILS 


Prtnpecllw real redemption rale on prelected inflation o< (II 
1096 and (21 5%. (bl Flqem In parMibese'. '.how R PI b.ise for 
indexing lie 8 months prior to issuer and h-n" been adjnsird lo 
reflect rebaslng or RPI to 100 In January I "87 Conversion factor 
3 945 RPI for September 1990' 129 J and lrr April 1991 , 
1331 I 
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New Issue 
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Daimler-Benz North America Corporation 

U.S.$ 250,000,000 

8/4% Notes of 1991, due 1996 

unconditionally and Irrevocably guaranteed by 

Daimler-Benz Aktiencesellschaft 


Deutsche Bank Capital Markets 

Lunlti'i! 


Credit Suisse First Boston 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FINANCIAL TIMES THURSDAY MAY 23 1991 


MONEY MARKET FUNDS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Dollar up on economic hopes 


THE DOLLAR improved after 
Mr Robert Mosbacher, US com- 
merce secretary, told a confer 
once in Kansas City that he 
believes the US recession has 
bottomed oat and that the 
economy may begin to turn 
round during the summer. 

He added that the Federal 
Reserve should cut its discount 
rate again to boost the econ- 
omy, but the implications of 
Mr Mosbacher’s call for a fur- 
ther reduction In US rates had 
no adverse impact on the dol- 
lar. 

In New York the Fed 
refrained from operations on 
the money market, as Federal 
funds traded at 5£ per cent, 
slightly below the assumed tar- 
get rate of per cent 

Trading was generally quiet 
on the foreign exchanges, lack- 
ing fresh economic news, with 
the shock waves from last 
week's decision by Sweden to 
end the krona's to link to a 
dollar weighted basket gradu- 
ally fading away. 

At the London close the dol- 
lar had improved to DM1.7215 
from DM1.71 15; to YI3&00 from 
Y137.40; to SFrl.4595 from 
SFrl.4480; and to FFr5.8450 
from FFr5.8075. On Bank of 
England figures the dollar’s 
index rose to 66.1 from 65.8. 

Sterling replaced the Italian 
lira as the second strongest 
member of the European 
exchange rate mechanism, 

£ IN NEW YORK 


E5pH- L723Q-L7260 

l mote — 0.87-0.85pm 

Imontfo • 2.42-ZJSpai 
12 motes.... 7.02 -4.92pm 


according to figures from the 
European Commission. The 
pound was little changed how* 
ever, apart from weakening 
against the dollar in line with 
other ERM currencies. 

A fall in UK gross domestic 
product for the third succes- 
sive quarter had virtually no 
impact A decline of 0.6 per 
cent in the first quarter of 1991 
resulted in a year-on-year fhll 
of £5 per cent This was in line 
with expectations, leaving the 
market to wait for to-day's UK 
trade figures. 

A visible trade deficit of 
around SSOOm has been fore- 
cast for April, with invisible 
transactions reducing this fig- 
ure by about £5G0m, to give a 
current account shortfall of 

£300m. 

Tuesday’s comments by Mr 
John Major, the UK prime min- 
ister. were shrugged off by the 
pound. He told guests at a CBI 
dinner that there will be a 
secure but not dramatic recov- 


ery In the British economy in 
the second half of this year. 
The prime minister refused to 
be drawn on the timing of the 
next cut in UK bank base 
rates, but repeated that fight- 
ing inflation is his top priority. 

Sterling fell 1 cent to JL7265. 
It also eased to Y23&25 from 
Y238J50, but was unchanged at 
DM2.9725, while rising to 
FFr10.0925 from FFrlG.0850 and 
to SFr2.5200 from SFr2.515Q. 
The pound’s index lost OJ to 
9L9. 

The Spanish peseta 
remained the strongest ERM 
currency, hovering around its 
ce iling against the weakest 
placed French franc. This led 
to speculation that the Bank of 
Spain may cut its money mar- 
ket intervention rate, the main 
instrument of monetary policy, 
from 12% per cent at today’s 
repurchase agreement tender. 
The last reduction was on May 
16. 


Strike Mliamtmwn Pa b -tehrac te 
Prta Jm S» J» Sta 

87 Ml MS 0 0-W 

68 2-62 3-43 0 £9 
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90 042 Mb 0 M2 

41 009 1-0 0-U W9 

92 0 M4 1-OZ 2-00 

93 0 <M5 Wg 2-U 

94 0 0-37 302 349 

Estate) rtfaat tot* Crib 1131 MW 
PrWfflW^OtwhTcdfc Z3460 PBOZlOn 
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EMS EUROPEAN CURRENCY UNIT RATES 

I I o™** I %.Ctei * I -W- I 


ItrilvUra 153834 

BeigteFn 42.4032 

Dutch Guilder 2J1M3 

8-Mte 241308b 

Irish PUt 0.767417 

DaafcftKiwe 7.84195 7. 

FraOFrau .Z[ 6SWW 6. f | t 

Era astral rim at br Ike Empeas CeunfashM. Contacts are ip Asctadiq iriathe rinagth. Pmxntage dongs 
at for Ear t posttht dung, date 4 rate crara ray . Dfergcnce stow the ratio Ittn t*o spreads: the 
ptrcmUge dlfhnue beUKn the actual aurhet and Ear osanl no for i cuitncy. an) the Duinu ptntftUfl 
n aeeome Motion of (he amor's nsrtat rale from Bs Em central rate. 

JUJmtnm cakoUted 67 Pluorial Thnes. 
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0,776335 
134500 | 120000 
154487 | 1.37820 
162261 



Strike Cans ftu 

1625 MSB 3050 10j3 105? OJB OJB lS8 15? 

SA !e » S So S3 S ff % 

L700 360 434 4.66 4.98 L02 229 136 422 

3.725 207 2.72 3J4 321 261 3J2 466 569 

ITS) UJ7 L76 238 270 147 4X1 623 7.18 

1775 ■ 0.47 L07 161 L97 5.40 666 7.95 829 

Prates dv’s open te Calls 404.940 Pols 288265 W aerencieiJ 
Prados do's tokonc Crib 9,253 An 9631 (AH c u rrenc i es) 


■ Data lor the Matif tables were 
not available far this edition. 


BASE LENDING RATES 


EURO-CURRENCY INTEREST RATES 





116-11% I Hi -11 

*4 -ft 


04.-8 
u% -m 

a 


OaSC tW PfB7. 

Ju 9857 9063 9067 9064 

Sep 9056 9a91 9066 9027 

Drc 9104 9U0 9102 9107 

Mar 9109 1112 

Estimated mtmne 386 (3791 
Prates day's cm ML 3312 OZ96) 



1030 76750 

11125 83438 
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EXCHANGE CROSS RATES 







ten IhoUl bran 12-oth. 

17265 17179 17020 16851 16570 


Latest High Ira Pier. 
1 7230 17Z70 17220 17290 
17020 17046 17002 17076 
- 16850 16906 


Yen per 1,000: French Fr. per 10: Ura per 1,000: Belgian Fr. per 100. 



GREATER MANCHESTER 


Tbe FT pr op oses io pubtah (Me surrey on 
June 14 1991. . 

It wifl be or particular interest to the 130,000 readers of tbe 
FT who are or Director or Manager status in the UK. Not 
to mention the Financial Markets who refjr on the FT Tor 
company information. 

This survey will aho prove to be very topical coming aa it 
docs hard on the heda oT the announcement of Manchaor's 
win of the UK nominadon to boat the year 1000 Olympic 
Games. 

For copies of tbe editorial synopsis and advertisement costs 
contact 
Ruth Pincombc 
Financial Times 
Alexandra Budding 
Queen Street 
Manchester M2 5HT 
Td: 061 834 9381 
Fax: 061 832 9248 
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MONEY MARKETS 


London rates steady 


INTEREST RATES were steady 
in London yesterday. Three- 
month sterling Interbank con- 
tinued to discount a cut of ‘A 
point in bank base rates but 
there was no strong pressure 
for an early move, despite tbe 
weakness of the UK economy 
and suggestions that the Brit- 
ish government needs to bring 
rates down to improve its 
recent poor showing in opinion 
polls. 

Three-month interbank was 
almost unchanged at llft-llft 
per cent; 12 -month money 
eased to 11 Vi-11 from Uft-llA- 


opened firm at 88.77 on Line 


UK clearing bank base leading rats 
12 Off ewt* 

Irani April 12, 1991 


and after touching a peak of 
88.79 closed at 88.76 compared 
with 88.75 previously. 

There was a large shortage 


bills in band 2 at lift per cent 

In the afternoon £404m bills 
were bought, via £70m 
Treasury bills in band 1 at 11% 
per cent; £329m bank bills in 
band 1 at HYi per cent; and 
£5m bank bills in band 2 at ll{g 
per cent. Late assistance of 
around £42 5m was also 
provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £l,608m, 
with a rise in the note 
circulation absorbing £120m 
and bank balances below 


exchequer transactions adding 
£540m to liquidity. 

In Frankfurt call money foil 
to 8.60 from 8.65 per cent, 
despite the draining of a net 
DM4. 3bn by the German 
Bundesbank at this week's 
securities repurchase 
agreement tender. 

Tbe central bank accepted 
bids of DM8.0bn for 35-day 
money, at a fixed rate of 8.60 
per cent, but this felled to 


FT LONDON INTERBANK FIXING 

OL00 ul 61*22) 3 months US Min 6 ®o*lo US Dotes 

Md 3H | etkr 6&~ ~ bW | rfhr 6fl 

Tbe Iblw) nrttt arc the sUMetic maos reonM to the rent oomMmUi of tfei Nd Md oftacd nos hr UOn 
■add to Ike mate hy Hw reference bote A ILOO un. rack wwHiw te- Tke tab m Hritaral WMuteUf 
Bra*. B** of Totja, Deutsche But, Banqre Hstkori de Farts and hw Granny TratL 


MONEY RATES 


NEW YORK 


Treasury Bills and Bands 


(Lunchtime) Own* 

Traanonll 

Prlxterjte 8>j Tte e oteh 

Brata- tea rate 7h Si motel 

FeAfmts 5fl e*e|te 

FaLftebatbuneattaL.. - Tteytar — _ — , 


5.05 Three joer- 

551 Fdarjer^ 

563 Fbenw- 

5.9S Serai jear- 

614 10-fear™. 

662 30fiW.__ 


Orantet 

DM 

Mate 

865-8.65 

8.75-8.90 




Ft-j'lf- il*' I* H ■ M'." • 



market The Bank of England 
initially forecast a shortage of 
£l,200m, but revised this to 
El.lOOm at noon and to £l,l50m 
in the afternoon. Total help of 
£1^48m was provided. 

In early operations the Bank 
of England bought £201m bank 
bills in band l at 11% per cent 
Before lunch another £218m 
bills were purchased, by way of 
£210m bank bills in band 1 at 
11% per cent and £8m bank 


facility worth DMl2£bn. 

Conditions are expected to 
tighten neat Monday, when 
banks have to pay for four-year 
Treasury notes, on offer by 
tender today. 

In Brussels the Belgian 
National Bank left its 
seven-day advances rate at 8.75 
per cent when setting 
tomorrow's fixed rate tender. 
This Is the main instrument of 
Belgian monetary policy. 


LONDON MONEY RATES 


Interbank Offer 
Interteofc BW .. 

Sterling CDs - 

Lou I Authority Dep*. 
Local Authority Ba 
Discount MktDeps 

Company Dewnlu 

Finance House Deposits 
Treasury Bills IBrerl 


FIN Trade Bills (Buy).. - - “ “ 

Dollar CD!. - - - 5.90 555 6.00 6.43 

SOR Linked Dep. Offer . - 7JU 7B 7H 7l| 

SDR Unked Dep. Btd ... - 7V 7S 7fi 7H 

ECU Joked Dep. Offer. - 9fl VS « 9? 

ECU Unked Dep. BN ... - 98 9», 9*2 9£ 

Treasury Bills (sell); one-month UH per cent three nwnU» 10% per wm; sh months JOU per 
cert; Bank Bills (sill): ow-mootinijj per ceot, three motes 11 per cent Treasury Bills; 
Average tender rate o I dbeouot 10.8427 p.c. ECGD FUmdJ Rate Sterling Expat Finance. Make id 
day tell 30 ,1991 . Agreed rates for period May 26.1991 to Jut 23 . 1991. Scheme 1: 13.07 
p.c. .Schemes ll & 111:13.32 p.c. Referenoe rate For period Marsh 29,1991 U> Apll 30 , 1991, 
Scheme IVAV: 12.024 pjc. Local Authority and Finance Hones am days' notice, others seven 
days' fixed. Finance Howes Base Rate 12£ ten May 2 . ,1991: Bank Deposit teles tar atmt at 
seven days notice 4 per cent Certificates of Tax Deposit (Series 6 ); Deposit £ 100,000 ad over 
held under one motei 8 «a P*r eem; onMhree motes 11 per «>£thr»4lx monks 10 b Mr cent; 
six-nine months 10 per cert’ nlne-uralN months 9>y per asm; Under £100,000 8*2 per cent from 
April 15,1991 . Deposits withdrawn for cash 5 per cert 
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Never has the relationship between time and money been more 
criifc& WNrttewfyfteservicestf ^ 
slow paying customers owe you - more than evert 
ktirum Justftia is Europe^ largest debteofieetton group, offering the 
most modem, ethical and effective cretfit management techreQues - 
■andtfternosdpovvBrfiitfofTOforpsyRrentawaitofrfeim^ 

We can help with domestic and international debt recovery, credit 
reporting and credit bisurance. 

Soca^lanCaldwtilatlntnimJustifeandfindoutn^V^asnrar 
as your phorwand as far reaching as your business needs stretch. 


intrum t ^ justitia 
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£k rope’s Leading Fares in Debt 
Collection and Credit Management 


081-423 3355 


Eight solutions are one-word 
incomplete. 

ACROSS 

1, 5 The heart to proceed? ( 1 IJ 

4 What happens at noon is 
compensation (6) 

8 Leave in confusion (7> 

9 .Hostile dog in hansom (7) 

11 Dog’s home as good as a cas- 
tle, say? (io) 

12 Girl helps them mature (4) 

13 Puzzle foe model (5) 

14 Barry to cross (8) 

16 Deprived of love? Kind uses 
will after that (8) 

16 Indicator to knowledge (5) 

20 Star retiring at five years 

oM?(4) 

21 You sound like me in myself 
a© 

23 Church has nothing against 
dividing any fish (7) 

24 Leave home by road with 

■ line of bars (7) 

25 Cbver fire: pious heathens <6) 

26 Fisherman by degrees 
ninety? (6) 

DOWN 

1 Physician to compete on 
film (S> 

2 pretty girls are easy to 
catch 0) 

3 Direction of waves, and con- 

. flkt in the dentist’s? ( 9 ) 

5 See J across 


novel tides; their cta»y may be 

6 Spring arrival to be tuned 
over? <3.4) 

7 Trio’s name available for 
the press (5.4) 

20 Method used in Europe and 
Rural District Council (9) 

13 Writer did wrong when 
climbing (9) 

IS Song about half a day with 
name of legendary king < 9 » 
17 Russian weeder (7) 

19 Bird out of kelter around 
pole (7) 

21 Fulcrum of four In' vessel (6) 
23 Beast of comparatively Tgfa 

temperature (6). .. 

Solution to Puz^e No.7^69 
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Technology stocks firm 
as other equities idle 


Deutsche Bank 


to 


Wall Street 


ALTHOUGH technology stocks 
bounced back from Tuesday's 
declines, the equity market 
idled just below opening values 
yesterday mornin g in moderate 
trading, antes Patrick 
Harverson in New York. 

At 1 pm the Dow Jones 
Industrial Average was 
down2.01 at 2,904.07. The 

broader-based Standard & 

Poor's 500 slumbered in similar 
fashion, gaining just 0.01 to 
375.54 by 1 pm. The Nasdaq 
composite of over-the-counter 
issues, however, was in better 
form, rising 3.11 to 486.71. 
Turnover on the New York SE 
was 99m shares by l pm, while 
dec linin g stocks outnumbered 
advancing stocks by 752 to 64L 

In the absence of fresh eco- 
nomic data, and with bond 
prices little changed, the stock 
market lacked a firm direction 
yesterday, and the Dow 
appeared to be stuck in a nar- 
row trading range between 
2,860 and 2,920. 

IBM, which Fell late on Tues- 
day after several analysts 
released negative comments on 
the stock, bounced back £2% to 
S 103/4 on turnover of almost 
lm shares. Other technology 
stocks were also firmer with 


Compaq up $% at $37, Digital 
Equipment up $1% at $63%, 
and Hewlett-Packard $1% 
higher at $49%. 

Secondary technology issues 
moved in a similar fashion. 
Apple rose $‘A to $45% and 
Microsoft gained $3% at $105%. 
Intel advanced $1% to $48% on 
turnover of 3.1m shares after 
the Oregon-based company 
said that its business outlook 
was still excellent, and that its 
second quarter results were 
likely to exceed analysts’ 
expectations. 

LA Gear rose in early trad- 
ing on news that it had hired 
Merrill Lynch, the broking 
house, to explore options that 
include the possible sale of a 
substantial stake In the com- 
pany. However, as profit-takers 
moved in, the stock fell back to 
$11% down $%. 

Federal Express rose $% to 
$38% after the company said 
that it was discussing the sale 
of its inland shipping and 
trucking divisions in Germany 
and Holland to a Dutch buyer. 
Blockbuster fell $% to $8% 
after the video-store chain con- 
firmed that It will earn 
between 50 cents and 60 cents a 
share in 1991, but warned that 
it was too early to begin pay- 
ing dividends to shareholders. 

Among over-the-counter 


stocks, Rose's Stores plum- 
meted $% to $2% on reports 
that several credit agencies 
had advised clients to halt 
shipments to the chain Yester- 
day it reported a loss of 3 cents 
a share in the first quarter of 
1991, against a gain of 11 cents 
a share a year earlier. 

New I doe Cinema, which is 
quoted on the American Stock 
Exchange, fell $% to $10% on 
news that the movie produc- 
tion company will earn consid- 
erably less from the second 
Teenage Mutant Ninja Turtle 
movie than it did on the first 


Canada 


TORONTO stocks fell at mid- 
day in thin trading, the com- 
posite index closing 5.7 lower 
at 3.442.0. Declines led 
advances by 196 to 178 on vol- 
ume of 12.5m shares. 

Laidlaw B shares dropped 
C$1 to C$ll% on volume of 
925,000 shares on continued 
concern over the dean-up costs 
at the company’s Merrier, Que- 
bec, hazardous waste site. 

Bank shares continued to be 
among the market's best per- 
formers, rising after the 
remainder of Canada’s big six 
hanks cut their prime rates to 
9.75 per cent to match the 
Bank of Montreal. 


AS the UK moved from 
co nfi de n ce to gloom yesterday, 
international investors’ atten- 
tion moved to Germany which 
has lagged behind most of 
Europe this year. However, 
there were domestic questions 
about the quality and the dura- 
bility of Frankfurt's flurry, 
writes Our Markets Staff. 

FRANKFURT saw remark- 
able performances from Deut- 
sche Bank, chemicals, builders 
and cars as its key indices hit 
new highs for 1991. The FAZ 
index rose 13.39 to 695.18 at 
midsession and the DAX dosed 
3029 higher at L647.69. 

Volume Jumped from 
DM6.6bn to DMli.4bn with 
DM2.1bo of that in Deutsche, 
which rose DM13.60 to 
DM676.60 on hopes that it will 
disclose a 20 to 30 per cent 
jump in first quarter operating 
p r o fits at today's shareholders 
meeting. Banks and chemicals, 
where Bayer led with a DM8.70 
rise to DM288.70, were also 
being bought for dividends 
which are about to be paid. 

In construction, Bilfiuger & 
Berger went ex rights and 
closed a net DM30 higher at 
DM910, following a revision of 
Tuesday’s closing price, and 
Philipp Hniwnarm ended DM53 
better at DM1,525. After the 
close, economics minister Jtir- 
gen MOllemann said German 
companies wiQ get 60 per cent 


Germany 
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of the contracts to build the 
first batch of homes for Soviet 
troops leaving east Germany. 

In carmakers, Daimler rose 
DM10 to DM717.50 but Mer- 
cedes Holding, which owns 
25.23 per cent of Daimler, put 
on DM125 0 or m ore than 2 per 
cent to DM577.50. Changes in 
tax law have fuelled specula- 
tion that group shareholdings 
will be rationalised, which 
could lead to Mer c edes being 
bought out. Volk s wag en , the 
sector's underperformer, rose 
DM8 JO to DM37450 and BMW, 
up more than 50 per cent this 
year, rose DM2 to DM563.50. 

MILAN was lifted by flat’s 
decision to maintain its divi- 
dend, which pleased its army 


of small shareholders 

and the domestic funds. But 
another fell in Generali held 

Hm» Cnmit hvtpT to a pain of 
3.41 to 57133, in volume esti- 
mated at little better than 
Tuesday’s pattzyLlOllm. 

Fiat closed up 3.4 per cent or 

L185 at L5.650. After the dose. 
Fiat it planned to dose 
seven plants for five days at 
the end of June to reduce 
ex c ess stock. Analysts warned 
that Fiat’s decision to hold the 
dividend had nothing to-do 
with fundamentals, since its 
forecast of an earnings recov- 
ery in the second half of 1991 
was unrealistic. They noted 
that Elat had not given a rea- 
son for its new share buy-back 
programme and. furthermore, 
a rights issue was possible. 

Generali dropped L170 to 
L34.730. The stock has fallen 
5.4 per cent since it announced 
its Mg righ ts issue last week. - 

STOCKHOLM steadied after 
Tuesday’s &5 per cent rise. The 


AfiaravdiideU' General index 
eased 46 to ifiEBA as volume 
fell to SKi382m from SKrfliem. 

Analysts saM that, while the 
rise waa mainly because of the 
krona’s link with the Ecu. the 
market was also supported by 
hopes that the European Com- 
mission would let the Alfa 
Laval takeover go ahead. A 
dedskm is expected by August 

EfectrolKX free B shares fell 
SKr5 to SKr245 before its first- 
quarter report. After the close 
it revealed a 19 per cent drop 
in pre-tax profits. 

PARIS ended _near the day’s 
low, depressed by Wall Street 
and futures-related activity. 
The CAG 40 index closed at 
1^31.13, down 1-96, after a 
day’s high of 1,8464)7. Turnover 
fell to FFr22bn from FFr25bn. 

Air Liquide was one of the 
few winners, rising FFr17 to 
FFr719. The company 
announced a contract, esti- 
mated to - be worth up to 
FFr20m a year for more than 


might no longer be allowed 
more time to pay fo# gqodaaad 
services thin smaller concern*. 
Csneftror dropped FftBS or SL5 
per cent to FFrUSTQ.. 

MADRID eased on praBMafc 
ing but finished above the 
. day’s tows. The genet*! index 
ended 0.78 down at 28168 as 
t urn o v er rose to PtaJSbn. front 
Ptal3.8bn. In utilities, Sevil- 
laua gained Pt&M to Pt*854 0B 
heavy volume of S.lfim shares. 
The . state-controlled Endesa 
was said to be seeking to raise 
its stake In SevIBana from 3.6 
to 20 per cent 

AMSTERDAM was refined 
that losses at ELM were notes 
big as expected. The CBS Tear 
deucy index dosed as op at 
933. KLK added FI L30 or 2 pgr. 
cent to FI 27.10. 

ZURICH rose 0.7 per cent in 
thin trading, the Cr&St Snfese 
Stock Index dosing 3J higher 
at 543.1. Union Bank gained 
SFriO to SFt3,7W> while, la 
chemicals. Sandoz rose SFY27S 
to SFrttjOQ. 


ASIA PACIFIC 


Nikkei surrenders early rise 
on worries about earnings 


Cyprus gives up telephones for trading floor 

Kerin Hope reports on developments in the trading of shares on the divided island 


Tokyo 


profit-taking, after having 
traded actively in the morning 


SHARE PRICES lost early 
gains yesterday as earnings- 
related rumours spread in the 
afternoon. Sentiment was also 
depressed by an afternoon fell 
in the futures market, writes 
Emiko Terazona in Tokyo. 

The Nikkei average closed 
down 8235 at the day’s low of 
2539836. The index had risen 
steadily in the morning after 
the overnight rise on Wall 
Street and arbitrage-related 
buying, and had hit a day’s 
high of 25.76832 at the start of 
the afternoon session. 

Volume increased to 350m 
shares from 260m, rising above 
the 300m level for the first time 
since May 10. Traders attri- 
buted the Increase to small-lot 
buying by individuals follow- 
ing recommendations by lead- 
ing domestic brokerage houses. 
Gains led losses by a marginal 
491 to 410, while 203 issues 
were unchanged. The Topix 
index lost 237 to 1,933^7, but 
in London the ISE/Nikkel 50 
index put on 1530 to 1,44451. 

Mr Peter Johnson at Baring 
Securities said concern over 
fundamentals continued to 
hang over the market, notably 
the slow recovery of the US 
economy and the Japanese cen- 
tral bank’s unchanged stance 
on the discount rate. The large 
arbitrage positions on June 
futures contracts also worried 
market participants. 

Shares fell in the afternoon 
on speculation about Sony’s 
earnings, announced after the 
market closed. Once again 
high-technology stocks led the 
decline, with Sony falling Y230 
to 75,700. Pioneer Electronic 
weakened Y120 to 74,070 and 
NEC Y20 to Y 1,430. In contrast, 
TDK, which reported strong 
results on Tuesday, moved 
ahead Y170 to Y5300. 

The construction sector lost 
ground on rumours that a land 
speculator was in financial 
trouble. Obayashi retreated 
Y10 to Yl.160 and Shimizu shed 
Y20 to Y 1,500. 

Akai Electric finished Y10 
down at Yl.lOO on meeting 


traded actively in the morning 
on the company’s improving 
business performance. 

Japan Steel Works lost a net 
Y5 at Y768 after moving to a 
high for the year in the morn- 
ing. Investors were attracted 
by thoughts that ofl refinery 
plant orders could increase as 

refiners «rp«nrt thair faHlUipw 

Maeda Road Construction, a 
lading road paving company 
recommended by Japanese bro- 
kerages, added Y60 at Y2.750 
for its fifth straight rise. 
Hitachi Zosen, the shipbuilder, 
was Ihe day’s most active stock 
on a buy recommendation by a 
leading Japanese securities 
house, but was finally Y4 off at 
Y645 on profit-taking. 

Sumitomo Metal Mining 
improved Y10 to Y1.320 on indi- 
vidual buying. The issue 
been strong recently on 
rumours that the nrnnpawy had 
discovered new gold deposits. 

Shin Nippon Air Condition- 
ing Engineering put on Y 10 to 
Y4310 on forecasts of a 54 per 
cent rise in pre-tax profits for 
the current year. Individuals 
and some fmawriai institutions 
sought the issue. 

In Osaka, the OSE average 
appreciated 48.16 to 28,122.55 
on volume of 25.4m shares, 
against 20m previously. Kobe 
Cast Iron Works rose Y50 to 
Yl.110 on forecasts of growing 
sales of castings for machinery 
and manhole covers. 


Roundup 


MOST PACIFIC Rim markets 
showed a firmer trend yester- 
day. Bombay was closed as 
India mourned the murder at 
Mr Rajiv Gandhi, the former 
prime minister. 

HONG KONG steadied after 
a weak opening, following 
Tuesday's 2 per cent tumble 
and the news of a big rights 
issue. The Hang Seng Index 
closed just 336 points lower at 
3,826.62 and turnover slipped to 
HK$1.32bn from HK$i.43bn. 
Hopewell Holdings, relisted 
after Tuesday's suspension, 
dropped 27% cents to HK$432 
after announcing a HK$534bn 


cash call the previous day. 

AUSTRALIA was lilted by 
buying from London and a 
drop in Australian dollar, 
but closed off the day's high. 
The AH Ordinaries faito added 
14 points at one stage, before 
ending 53 up at 1£4L4 after 
turnover of A$48Qm, up from 
A$265nL Volume was boosted 
by the placement of Fosters 
Brewing Group’s 105m shares 
in Goodman Fielder Wattie. 

ANZ fell 14 emits to A33.71 
on reporting a fall in first-half 
profits of 59 per craft and a cut 
in interim dividend. 

SEOUL returned from Tues- 
day’s holiday to register its 
third successive decline, as 
Prime Minister Roh Jai Bong 
tendered his resignation to 
President Roh Tae Woo, after 
the violent anti-government 
demonstrations over die last 
four weeks. The composite 
index dipped 439 to 62432 in 
thin turnover of Wou753bn, 
down from Wb n84.7b n. 

KUALA LUMPUR rose 13 
per cent amid speculation that 
Malaysians could soon be 
allowed to use part of their 
provident funds to Invest in 
equities. There were also hopes 
that other ftmds were Increas- 
ing their weightings in the 
market The composite index 
added 836 at 592.76 as turnover 
grew to M$15ftn from M$85m. 

MANILA survived a bout of 
profit-taking during the final 
half-hour and kept most of the 
day’s gains intact Share prices 
rose on speculation of a new 
treaty on US military bases in 
the country. The composite 
index advanced 1636 or 1.4 per 
cent to 1,17837, a 17-month 
high, in turnover of 175m 
pesos, down from 191m. 

TAIWAN gained in modest 
trading, boosted partly by the 
ending of student demonstra- 
tions. Growing export orders, 
suggesting economic recovery, 
also encouraged investors. The 
weighted index ended at 
6,1683, up 26.69, in turnover of 
TJ76.06bn, against T$6035bn 

SINGAPORE’S Straits limes 
Industrial index moved up 7.05 
to 1,525.03 in turnover of 
S$117m, after SSSSm. 


T HE OFFER of a brandy 
sour, the Cyprus 
national drink, is an 
established ritual at the 

monthly evening ti Minrir ig s of 

the island's unofficial stock 
exchange. At the weekly morn- 
ing sessions, the atmosphere is 
just as convivial, but everyone 
sticks to orange juice. 

Such informality is likely to 
disappear when the Cyprus 
Chamber of Commerce, the 
unofficial supervisor of the 
bourse, opens a trading floor at 
its premises in Nicosia in Sep- 
tember. The island’s dozen 
Greek Cypriot stockbrokers, 
who do most erf their business 
over the teleph&rc at present, 
will start trading $tere three 
times a week. 

Mr Nondas Metaxas of the 
Chamber of Commerce says: 
“It was a choice between set- 
ting up a floor or introducing 
electronic trading right away. 
As full computerisation would 
be very expensive, we decided 
on a floor. It also has the 
advantage of being a focus for 
developing public Inter est,** 

The Cyprus over-the-counter 
market, with 36 listings, 
enjoyed a record year in 1990 
in spite of an inevitable iWm-Hwb 
as the effects of file Gulf crisis 
began to be felt The Cisco all- 
share index, issued weekly, 
peaked at 318 In mid- August It 
finished the year at 256.4, a 35 
per cent increase from the end 
of 1989. 

Market capitalisation, with 
three new flotations and seven 
rights issues by listed compa- 
nies during the year, rose from 
C£274-7m ($580m) to C£4723m 
in 1990. The banking and 
finance sector continued to 
dominate, accounting for 55 
per cent of total capitalisation, 
boosted by rights issues from 
Popular Bank and Bank of 1 
Cyprus which raised C£25m 
and C£20m respect i vely. Tour- 


ism aw** manufacturing compa- 
nies, with average annual turn- 
over of C£10m (520.8m), 
accounted for most of the 
remainder. 

Total trading volume for 
1990 was estimated at around 
C£23m, of which almost fwsfm 
was registered at the Chamber 
of Commerce meetings. Vol- 
ume fluctuated markedly 
in this year’s sessions, but 
totalled over C£3m in the first 
four months of 199L 

Last weekend's general elec- 
tion has had practically no 
effect on tradwig except that 
last Friday's session was more 
sparsely attended than usual 
as people returned to their vil- 
lages to vote. 

After declining at the start of 
the year, the index jumped 
past the 280 mark at the end of 


the Gulf war. Last week it was 
down to 267A, reflecting anxi- 
ety that a poor start to the 
tourist season - the island's 
main iniliiBliy — wfH wmti a 
sharp fall in economic growth 
tins year. 

None , the less, at least one 
tourist investment c ompany is 
planning to join the market 
this summer, with a C£4.5m 
equity Dotation. As in the case 
of most recent issues, it will be 
designed to appeal to «m«n 
investors, by far the majority 
of Cypriot shareholders, being 
offered through a series of 
calls. 


M eanwhile, the Cyprus 
Investment and Secu- 
rities Corporation 
(Cisco), an affiliate of the Bank 
of Cyprus, the island's largest 


bank, is launching a C£4m 
closed-end mutual fond. A 30 
per cent tranche 2a. on offer 
to foreign investors, after 
the central bank waived 
regulations restricting invest- 
ment in Cypriot stocks to 
islanders. 

Mr Socrates Solomldes, 
Cisco’s general manager, says: 
“We have had several inquiries 
from institutional investors 
abroad in the past few months. 
But legislation will have to be 
modernised before the market 
here can really expand.* 

A framework law for making 
tile Stock wf Ju m g B nHlrial Ha* 
hflwi delayed in parl fern i m it for 
more than a year. President 
George Vasefliou now says that, 
pushing it through is a govern- - 
meat priority. 

Exchange controls remain 


tight, however, while the 
Cyprus companies law dates 
back to 1948, when the island 
was under British rale, and is 
therefore badly in .need of 
updating. 


T he island's political 
problem - the 17-year 
de facto partition into 
separate Greek and Turkish 
Cypriot sectors ~ appears to 
weigh less on potential inves- 
tors^ nrinefe than in the past 
The central bank is showing 
more readiness to make excep- 
tions to the exchange control 
roles for individual applicants. 
It recently gave permission ftp 
ftalcementi, the Italian cement 
producer, to buy 20 per cent al 
Vassfflko Cement, the larger of 
file two Greek Cypriot cement 
co mpanies 


BUSINESS LAW 


Route to US banking revolution 

By Rhett Brandon, John Walker and Gary Rice 


SOUTH AFRICA 


JOHANNESBURG’S Industrial 
index rose 34 to a record 3381, 
buoyed up by a continued 
shortage of scrip. Steady bul- 
lion prices kept gold shares on 
the boil: the all-gold index 
rose 26 to 1,199. The overall 
index added 36 to 3,117. 
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THE US Treasury Department 
recently presented to Congress 
a 317-page bill that would 
implement the Bush adminis- 
tration’s proposals for modern- 
ising the US financial system. 

If enacted, the legislation 
would revolutionise US bank- 
ing. Well-capitalised hawrtng 
groups would be permitted to 
engage in virtually every type 
of financial activity in the US. 

Commercial and industrial 
companies would be allowed to 
own US banks. Non-US banks 
that wished to engage in secu- 
rities activities in America 
would have to adopt new struc- 
tures for engaging in hanking 
activities in the US. 

The Treasury bin proposes a 
system of regulatory supervi- 
sion and rewards and penalties 
based on the capital adequacy 
of the relevant insured bank. 
Banking organisations would 
be allowed to establish finan- 
cial services holding compa- 
nies to engage, through subsid- 
iaries, in banking and other 
permitted activities. As a gen- 
eral matter, no capital require- 
ments will apply to financial 
services holding companies or 
companies that own them; 
rather, the capital require- 
ments will apply to federally 
insured banks. 

Five capital “zones” would 
be established. Zone 1 applies 
to insured banks that have 
capital that is “significantly” 
in excess of the amount 
required by the Basle risk- 
based capital guidelines. 

Zone 2 would apply to 
insured banks with capital 
meeting but not “significantly” 
exceeding the amount required 
by the Basle guidelines. 

Zone 3 would apply to 
insured banks not in compli- 
ance with applicable capital 
guidelines, Zone 4 to those that 
are significantly below the 
guidelines and Zone 5 to those 
with a ’Her 1 leverage ratio of 
15 per cent or lower. 

A financial services holding 
company would be permitted 
to engage in new financial 
activities, would benefit from 
simplified regulatory approval 
procedures and could be owned 
by a commercial or industrial 
company if Its federally 
insured bank subsidiaries that 
account for 80 per cent or more 
of the assets of all its Insured 
bank subsidiaries qualify as 
Zone l and the remainder qual- 
ify as Zone 2. 

Other financial services 
holding companies win not be 
eligible for these benefits, 
although exceptions may be 
made for those very dose to 
meeting the above standard. 


The regulators would be 
authorised to require Zone 3 
insured banks to restrict 
• growth, dividends and activi- 
ties, to raise capital, to limit 
executive compensation, to dis- 
miss Officers and directors and 
to divest-affiliates. 

Also, financial services bold- 
ing companies and commercial 
or industrial companies that 
control such companies would 
be required themselves to meet 
bank capital re q uirements and 
to obtain approval of tfte regu- 
lators before paying dftddeqds 
if one or more of their insured 
bank subsidiaries fall into Zone 
3. In Zone 4, the restrictions 
that regulators have the discre- 
tion to apply to Zone 3 institu- 
tions become mandatory. 
Insured banks in Zone 5 gener- 
ally will be sold or placed in 
receivership. 

The Federal Reserve already 
uses capital requirements as 
the key criterion far acting on 
applications by banking organ- 
isations to engage in new activ- 
ities. For example, only the 
most highly capitalised bank- 
ing organisations are permitted 
to make large acquisitions or 
to engage in activities that are 
perceived to be risky, such as 
underwriting equity securities. 

Hie “zone" system may be 
intended to remove some of the 
regulators’ discretion in such 
decisions, but in practice that 
is unlikely to occur in light of 
the extent to which determina- 
tions regarding capital ade- 
quacy involve not only the cal- 
culation of capital ratios, but 
also judgments on such mat. 
tors as reserve levels, asset 
quality and the risk posed for 
various activities. 

The Federal Reserve' now 
requires a non-US bank to 
meet the same capital ade- 
quacy standards that are 
imposed on US banking organi- 
sations that seek to engage in 
the same activities. These stan- 
dards are applied to the non-US 
bank considered as a whole, 
although the regulators also 
require that the US operations 
of the san-US bank be in. a 
generally satisfactory condi- 
tion. 

The Treasury bill would 
require a non-US bank that 
wished to engage in “new 
financial activities” to estab- 
lish a financial services fetid- 
tog company (which may be 
the non-US hank itself) and to 
place all its US branch and 
agency operations into an- 
insured US hank subsidiary. 

The term, “new financial 
activities”, indudes underwrit- 
ing and dealing to securities 
(other thanUS government 


securities), even if the nan*CS 
bank currently is authorised to 
engage in those activities. 

A financ ial services bolding 
company with Zone 1 and Zone 
3 insured bank subsidiaries 
will not have capital require- 
ments directly applicable to it; 
rather, the capital require- 
ments will apply only to the 
subsidiary US banks. 

Thus, when a non-US bank 
seeks to engagB in new finan- 
cial activities in the United 
States, the regulators will 
examine the capital of its US 
bank subsidiaries, not the cajrf- 
..tal of the non-US bank. - - 

- For non-US banks with rela- 
tively weak risk-based capital 
ratios, tills may be preferable 
to the current system but it 
would result in much greater 
importance being attached to 
the c on dition erf the US bank- 
ing operations of all non-US 

hanks. 

Non-US hanks which ppgag f. 
in banking in America cur- 
rently do so primarily through 
. the use of branches agen- 
cies. Although many non-US 
banks have also established 
bank subsidia ri es in the US, 
p rimari ly to engage in trust 

activities, and a small nnmh w 
of non-US hanks have estab- 
lished retail banking networks, 
the great preponderance of 
b anking assets held by non-US 
banks In the United States are 
held in US branches and agen- 
cies. US non-banking activities 
of these foreign hanfre ape gen- 
erally conducted through sepa- 
rate subsidiaries. 

The Treasury bill would rad- 
ically alter the existing frame- 
work for non-US banks that 
wished to underwrite and deal 
in equity or debt securities 
(other than government securi- 
ties) in the US. Some non-US 
banks currently control US 
affiliates that engage in securi- 
ties underwriting and a«iiin g 
activities in America, either 
with the approval of the Fed- 
eral Reserve or under the 
“grandfa t her” provisions appli- 
cable to non-US banks which 
were engaging in those activi- 
ties before 1978. 

The authority of such 
non-US banks to engage in 
such activities would termi- 
nate three years after the 
enactment of the Treasury MU 

to order to be able to con- 
tinue to engage to these securi- 
ties activities, each such 
non-US bank would be 
required to establish a finan- 
cial services holding 'company, 
place all the banking 
operations bf its US brandies 
and agencies in insured bank 
subs i d i a ri es of the financial 


services holding company, arid 
obtain an authorisation from 
the federal regulators to 
engage in the securities activi- 
ties through a broker-dealer 
subsidiary of the financial ser- 
vices holding company. 

The proposal has a number 
of imphehtums. Non-US bulks 
would be required to allocate 
some of their capital specifi- 
cally to their US banking activ- 
ities now engaged in through 
US branches and agencies. 

They would be required to 
main t a in loan loss reserves in 
their US bank subsidiaries and 
to do go at levels that the US 
bank regulators deem appropri- 
ate. This will exacerbate exist- 
ing conflicts between US bank 
examiners and non-US banks 
over how to assess cre di t qual- 
ity, particularly with respect to 
loans by US offices of a non-US 
bank to US subsidiaries of such 
bank’s foreign customers. 

The Treasury bill proposes 
to eliminate the exemption 
that securities issued by US 
hanks (and, by interpretation. 
US branches of non-US banks) 
now have from the registration . 
requirements of the Securities 
Act of 1933. 

An exemption would con- 
tinue to be available for depos- 
its . (including certificates of 
deposit), bankers’ acceptances 
and letters of credit that are 
issued to the “usual course of 
business'*. The intent is to nar- 
row the scope of capital raising 
that can be done by basST? 
including non-US banks - 
without Securities .and 
Exchange Commission or fed- 
eral bank regulatory review. 

Also, US banks and US 
branches of non-US banks . 
would no longer be exempt 
from the SEC's broker-dealer 
registration requirements 
unless their securities activi- 
ties were limited to sweep. 
accounts, trust activities, 
transactions effected in exempt 
. securities, (such as government 
securities . and commercial 
WPerX private pl a c em e nts arid 
brokerage business that is not 
solicited and for which no com- 
ntissfoa is accepted. 

If a us or non-US banking 
O rganisat ion intends to enmgp 
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rntted .above, ft would have to 
“SJfWi a separate affiliate 

mder a financial services h*dd- 

my to register the bank or 
prafrch as a broher- deater , 
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